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Hearing^ on the reasons for tne Pell Grant Program 
shortfall and* possible , solutions are presenteo. Tjie U.S. Departyient 
of Education's estimate sras . for a Pell grant shortfall of $307 
million for 1983-1984, which was borrowed from the fiscal year 1984 
appropfriations. Current funding for Pell Grants' is below what is 
necessary because initial funding for the 1983-1984 academic year was 
insufficient and Jbecause a Larger, number of students who ai'e * 
financially independent of their parents applied for grants thanr was 
expected. An increased number of applicants in the age group 23 to 27 
was found; 62'' percent of the total increase walr for students over age 
27. These increases ccnae. primarily from family incomes df less than 
$7,500; the income from the independent Student-adjusted g^oss income 
runs around $4,000. About 48 percent of.*the increase in at>plica|frts 
came from the students w^o were unemployed, or receiving welfare or 
other government benefits, ^he datA on applicants indicate that lower 
income student« seem to be taking advantage of -the Pell Grant * 
program. Three options are: to seek a supplemental appi^opr iation; to 
publish a reduced payment schedule; or to seek an increased 
appropriation fof' F7 1985 to cover the funds that have been drawn 
down from the FY 1-984 appropriation. (SW) 
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HEARING ON PELL GRANT SHORTFALL * 



TUESDAY, JUNK 19, 1984 - 

V . HOUSS Ite>RK8m«TATIV8S. 
OOlflflTTEB ON fi00CATI01(( AND LaB(», 

SuBCOMMirrtt on PosfiracoNDAST Edik^ation, 

Waahingkm, DC 

The subccMnmittee met, pumiani to notice, at 10:10 a.in., in rcKHQ 
2261, Raybum Houae Office Building, Hon. 'Frank Harrison (acting 
chairman of the subcommittee) presiding. 

Members present: Representatives Harrison, Coleman, Gunder- 
son, Jeffortk, and Ptekard. 

StaflF present: Laurie A. Westiey, assktant counsel and John 
D^m, Jlepublican Mstant counsel. 

Mr. Harrison [preskling]. Good moming. 

The purpose of this nvMiiing's tearing m to explore the reasons 
for and the solbtion to the shortfall in the Pell Grant Prtigram. 

I am Frank Harriscm of P^nn^lvania, and I have tbe honor oi 
sittii^ in for Mr. Simon of Illinois who couldn't be with us this 
morning. " - - . 

The hearing was originated by virtue of a recent letter from the 
Department of Education. The Department luks entinUTted that the 
Pell grant shortfall will be $307 million, which has already been 
borrowed from th^ fiscai year 1984 apiHt)priations to pay the fiscal 
year 1983 ob%ations.- 

At this point, without dbksction, I'would include in the record a 
letter to the Honorable William Natcher, the chairman of the Ap- 
propriations Subcommittee with jurisdiction, and a letter from the 
ranking minority member, Mr. Coleman, to Congreeeman Silvio 
Conte, the ranking minority member of that Appropriations Sub- 
committee. 

[Letter to William H. Natcher follows:] 
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COMMITTEE ON EDUCATION AND LABOR' 



^ us MOUtf imiCSfllfTATWIS 

t wA Snw t or oni. DC mit 



> 



su«€0(M»miE ON rasTftscoNCMMiv voucAnm 
June 18, 1984 



Honorable "WiIHasB H. Katcher, Chair^n 

Subcommittee on Labor , Health and ^ ' 

Hiiiftdn Services, and Education Appropriations 

O ^riR F^yburn House Off ire Bui I din^ * 

^ Welsh iivqf on, DC 2051 S » 

f « 

D"nr Mr ''UtjJ rmin ' 

4 

I im wttftrici rc*<{uest that you consider including m the 
sf^--nr1 FY 1984 Supplen^ntal Appropriation bill at least S30Q 
mil! flit tn «idd»tional Pell Grat^t fundin9 for at^ademic year 1984- 

. Th»«s*» funds would replace $307 million i^ich were b(>t mved 
ft m fht' f'f>figress' Ft 1984 Pell Grant appropriate inn to pay 198 ^- 
S4 ♦•n f If \ #»st*»rit « . , 

As yfiii knfiw, the Department of Education has recently triff>ri^d ^ 
th.- f;ubr''/inj«i 1 1 ee "that it has borrowed $307 million f t ho 
FY 1984 .fpfirtfpriat ton tfi pay FY 1983 ent j t le^^t fs . I uride rst aiifS 
fhAt fhvy have dtawn d4.fwn thi^ amount \n two it^^tal Imont s . fM»«- 
his* January ff^r S99 mill Kin m\6 the balance mor/ recently. I da 
ft- if kri'.w wh'^ther the full $107 msllion will bt* used thjs yvjtt , 
but f r <m alt tadifations at leant $2oO million in additi final > 
' utl.iy wt n foe net*ded t c] pay for !983''94 awards. In addition. 
I* J*'^-,' if^ .ther S 1 00 millittn wj II he needed tf> permit !**84 8S 
<tutfi\^t* t,*- funried ^t the lev«'l <fpproved by the Conqri'ss • 
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Th^' t^'i-^ ns oiv«'n 'or the Hhf»6tfall in the Pell Gr/int FfKHflin 

• r*' vtTi»»fi. The N<«ti<>na} Aq<%ociatton of Student Ftnancjal Aid 

A Ir J fi • s» r .\t rs fNASfAA) explains t he. ahf .r t f a 1 1 with t hr h J st r/ 1 » 1 
?^ > tf, f »m^s o# hiqh rafes o' unemp 1 '>yment , posts^undary 

• f«r" nft»»'»yt 9 h^ve always incre^e*!. In fart, the OepartJ^H's 

{;r«<nt fxrimatifm Mod«> doef; not includ*' unemployment ae a 
vifj ib!f. NAf;rAA membfT srhtrols have; enper i ♦•ni-rd an increflsf in 
''W1**r Mu|»'fi*«ndL'nt students takina one or two year tirnnr^ims ♦it 
< t I ■ iM.i I / 1 *»( hn u" '1 1 *chf»ol6 and <*oBwiunity cvilleoon. AfKith»'r 
f.»<f<.r NAf.fAA identified a^t- Cf »nt r I hu M nq t (^ f h*- shi^rtf^ll is t h*- 
l-nK 'f ^r'iW»h th f en 1 itwri|a«^^ c coupled With t h*' incrf<3<ied twt^i 

. I* - h'" \ '. h > r'»»;vii»,ed Mi *idd i t i on«T J f.imHi''*; f "fp.! « r I n'| 
"'i'r»M" f' r f h" >5**- n ''.ran* l'i'<(|ram. 
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Th- <*'.fHif fssi wfuil »iu1nft Office (CBO) b<-lit»vt»s the rt'asrri r 
thf* shrrttali it. the iricroased numbiT of i nrioocndcnt stuflc-zits 
wh'. .inoli.»d fr.f .ind r^>r<>ij^f»d PeM Grants. Alth<mnh CBO d-. s ri'- t ' 
have drtdilfd data on t ht»" character i st i cs of aoplicants, the 
^numtxT And proportion who are financially independent of their 
Vifcrents t n<- r f».i's#-d l>etween 1982-83 and 1983 -84. This 'factor. 
Alcine rfcrcnunts for an estimated $9? million increase -in PeTl 
Grant expenditures, based on CBO's projected increase in the pro 
qrara (4.8 million applicants) in 1983-84 and 5 iflillion in 1984- 
8*i. AltfK|«-ther, CBO estimates Pell Grants will cost $2,963 
Y^^*''" in the t9jr4-ft< school year or $163 million more than the 
FY 19»1 appropriation. CBO est i;nates that the expected shortfall 
foi t^ie 1^8 3-84 and 19^4 85 school years will equal $353 million. 

Thp important f.»oint, at this time, is not which factors contri- 
hut^»d to the shortfall but what will be done to remedy the short- 
o^ p#.ll Grant fuTids. If the shortfall is funded from FY 1984 
appr '>pr i«it i<)n*i and the factors persist, which have given 'rise to 
th»» prc.hlcm, there will be a compounded problem to l>e faced in 
the FY appropriations bill, 

!♦ IS fi .« uf»c .mmf)n for estimates of expenditures and actual pro 
ni im ••xf.*-fidit.ir* «; to differ from year to year. That is why 
<"''f«af'ss p'-rmits 'und^. tf) be carried forward from one year to the 
i;*xf, jr Mu- *'ntirtf appropriation is not needed, and why the 
f)f'i .^f tnu-nt js pf>rmitted to draw funds from a subsequent year appro 
pri.ifw.n idditional funds are^ieedod. What has surorisOd 
m# this y.ir is ni f the- fact that a supplemental is necessary/ 
l.uf fh.if fi-partment only recently notified you of the situ.i- 

♦ in ,Hi^i his rK't t.iken sti'p^ to Either reou^st a suopl enl'^nt a I 
.iE-or'i!.f Kit ir,fi Mr prr>vide<i sr hools with a pavment schedule- utiliz 
UHT the -.trfttjtory re-duction provisi^jns which would ke*'n nrooram 
♦•xt ♦'ful 1 t iir OS \u liru' with- the rirtual aporonr i at i ^n . 

M ,1 p/'H Gr.uit siippf ♦»mr.nf f> I .ippr'ior i at i on is n/^t in,ul*^ av.iil.ih]*. 

Jtjijz^^d, ^he FY lOftS 



' r FY r#H4 li.<\ th- t.-dtK'i^.n Iftfuiu.ioe nnt 
t:':.r^.pf I ,if 1 f .f,\ w I 1 I fj#«eti tf i r^- r f -ti s^'d by 

pu\\if'u sh"rft-.»!l, in "idnt O, ^jiuv^iir the 
'.*Tvi.*. s in th" mns-fif, st-h-K",! yf.,,r 



at \ o.ist r hf S Wi ^ 
ah f i i - 1 Jul t ♦•d 1 <-v#- i of 



f 



it^'ti n i:.y of my . ' , 1 1 ^^jf^ues on r h^* Suhcf »mm i t t . I ^ipni- 



1 »v 



f 



i. I? ^r. «•'>-. r,f this I-ttf>r, t.tit I trust you will urjder stand 
iifM-: y -.f t rn s ni.itf»T .mkI t hp fivvii to net now. I am rnkwui t 
^r- {ir,*-r»y f 'h-trmq this J»-tti»r with nui <oll*NunH*s on yotir # ' 



r th <i 1 1 y , 



1 h^? m.uj 
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[Letter from £. Thonias Coleman follows:] 



£9ngrcBS of the llnittd States. 

tlsoBC If Krprtsmatim 



June 18, 1984 
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_ able Silvio Conte 
Ranking Republicnn M<»mb«r . 
Coayotttee on Appropr ia t l^ons 9 
2 100 Rayhiirn Hous9 Office Building « 

De^r Stl; - ' 

* It ^recently h«**»n hr^night to By attention that the 
f)<*p.iM m^nt of Erfuration v4 ! I experlenfre a funding stmrtfall fot 
the Gtanr |»r(>qraa for fiscal years 198? and L984. This 

lptt»»r !« t4> urtjp you to support af supplemental appropriation for 
th<- pr<H|raa. 

f< tin<)f>f stand that et rors In De|)art«ient of Education 
estiw-^tf^s for required Pell funding for tjoth FY 1983 and 1984 
i*osulted primarily fro« »^gher than anticipated participation in 
the pfoqraB by tndep^ndev students. • As « result, the ^ 
c <in<jifsstona! Bu4«frL-0*^n ere estimates that a supplemental . 
«ippr opr tat itm of sTTsj trillion Is nppded to cover the shortfall 
for both y*»ar9. ^ 

Appropr iat ions nade for fiscal year 1983 were approximately 
$190 million bf»low**b#* re^iuirpd amount and, as you know, the 
Department bor row«! f r om the fiscal year 1984 sppropri'at Ion to 
<ov<»r the shortfall. In addition, the revised estimate applying 
fn fisral ypar 19R4 funding stigrj«*»ts that at li»ast $2.9*3 
Million wiU he n^-'^d^d to maintain foil funding. 

AlthMiigh the A<*Bii ntst rat ioA has not yet iequ#»<?ted a 
stipp W'm*'nt -il .*ppr opf i at ion for the program, I belipve inrltision 
nt $ r» ? wiHion fo i ov»-r t hr shortfalls for both FY 198^ and KY . 
l'4B4 iii t h»> tf*'f^f\in<i Huppl «'mf^f a 1 appropriations bill is in * p** 
h^nt int#»rfnr'» of att involved parties. 1 b'^Heve this * 
sijpt»l*»mf'ntal will «idd much ne*"d€*d stability nnd prwjict abi 1 i ty to 
th*» pr'Mjr^w ^nd h^lp families make ^ hp i r educational plans on a 

Th.ink /ou for youf ioHHiderat ion of this i mp^ir t rf\p t ^^it(*r. 

«;inc*Hrf*ly. 



^>hi' '« f I f>n 
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Mr. Harrison.* For ttM^rpose analysk, I woiild aim include 
a* letter £ Congrenman Sinwn f)potn the Congr«»onal BudgBt 
Offke setting forth their odculations <m the amount of the (Short- 
fall. Without (Ejection, that will be done. 

[Letter to Chairman Paiil Simon follows:] ^ 




COMOflESSlOMAL BUDOCT OFVICS 
WASHIfiOTOML O.C. 2Wf% 



IMrtfctor 



• The Honorable Pmjl Simon 
Chair nwi 

Subcommittee on Postsecondary Ec^atton 
Committee on Education and Labor 
U#S, House of Representatives 
Washington, D.O 20515 *■ 

Dear Mr. Chairman: 



Thank you for- your lune 8 letter requesting kifc^matim m the fell 
Grant program. The enclosed response estimates the likely ^lortfaJl in Pell 
Grant funding fw the sdiool year and conyves the Q^ngressionai- 

Bucket Office estimate to the Administration's figures, h) addition, the 
attachment discusses reasons for this shortfall and reestimat^ Pell Grant 
costs for {he 1934-85 school year. 



If the CBO ran help in aoy further way, pleasp contact me 
yoifl- staff C4II Maureen McLaughlin at 6-2672* 

* With best^ wishes. 



have 




j^^ftudo^ G« PerHier 




Attdchmefit 



cc: Honorable Thomas Coleman 
Ranking Minority Member 




RESPONSE TO 3UFCS LETTER FROM 



This attachmait presents the most recent Con|;ressk)nal Budget Office 
estimates of the Costs of the Peil Grant program m school years i983-8# 
aikl The first section estimates the Iflcely shortfall in fwdir^ for 

the 1983<^4 school year; compares the CBO and Admmistration estimates* 
ami discusses reasons for this shcM>tfali Tht second section reestimates Pell 
Grant costs for th^ school year i9M-S5 luised on changes that occurf^ m 
I9«3^S4. 

S 

The i9g3^» School Year 

The Congressional Bu<%et Office estimates that Pell Grants will cost 

/ * 

$2,68^ million duri^ the 19S3-8« school year (see T^le l).i/ An estimated 
2.7 million undergraduate studenffTwiil receive awards averaging $1,000. 
The Administration, on the other har^ estimates P^il Grant costs of $2,801 
million, or $11^ million more than the CBO estimates- The Administration 
assumes that approxirDately 2.8' million students will receiVe awards 
averaging $990. 



^ Thus^ both the CBO and the Administration estimate that Pell Grant 
costs will tfe higher in the 1983-8^ school year than the $2,^9^ million that 



Although the 1983-84 school year is just ending, ^tual data cki the 
number of Pell Grant reclp^ts, average awards, and total costs are 
not ye^ available 
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TABLE 1. THE CONGRESSIONAL WjDGEt OFFICE AND ADMINISTRA- 
TION PELL GRANT ESTUIATES FOR THE SCHOOL YEAR 
m3-M 



Total Costi/ 
(in millions 
of cloliars) * 



Nun^r of 
Rfecqyients, 
(in thcHisanda) 



Award 
(in (tollar^ 



Congressional Bu<%et 

Office Estimate 2,M4 

Administration ^ 

Estimate ^tSOl 



2,6S7 
2,S30 



1,000 



9M 



NOTE: Details may not multiply cfcie to roundup* 
1. Budget authority. 

/ - 

is non/l&vailable ($2,^19 million from the fiscal year 19S3 apfM-opriatioaand 
$75 million of unspent funds from fiscal year- 19&2J The CBO estimates 
that an additional $1% millk^ will be neecfed, whereas the Administration 
estimates a $307 million shortfall. To cover this exf>ected shortfall the 
Administration has borrowed $307«miilim from the fiscal y^ar 1984 appro- 
priation. 

i 

Current funding for Pell Grants is below what is necessary because 
initial funding for the 1983-44 school year was insuffic^t and because a 

4 

larger number of students who are financially independent of their parents 
applied for grants this year than was expected. The addttiona! appUc^ts 



II 



increased the minr^r of rec^ients and thus increased federal costs. The • 
C&O ^stimates that almost one-hafi of the shortfall is a result Of insuf- 
frcient initial filing and the other half is due to havir^ more applicants 
than expected. 

* * 

Qiff en t, Education department data indicate that approximately 4.9 

million stiKients applied fm- Pell Grants durii^ the 1983-84 school year,* 
I 

about 200,000 more students than appli^ in 1982^3* fri a<Mition, the 

/ 

number and the proportkxn of independent students applying for aid rose 
between these years. Ba$^ on previous trends, the CBO had^predicted that 
4.8 million students wouM af^ty^ with the proportion of independent 
students remaining the same as ki 1982^83. The Administration^ on the 
other handy had predicted that the same numt^er of students, 4,7 million, 
would ^>ply in 1983-84 as in 1982-83. (The Admini^r'ation's estimate of 
iiKtependent ^tiK^ts Is not available.) 

BecalUse detailed data on applicants are not currently ava'ilable, we do 
not know why more sttKients applied than was expected. One possible reason 
IS that the application forms were available earlier than ki the previous 
year, thus encouraging more students to appiy. The high rate of unemploy- 
* ment at the begiming of the school year could have c^sed more students to 
enroll tfi school and to apply fw aid. In additi<m, more students could have 

Ik 

* S 
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^ccUred themselves independent of their p^nts than in other years,* thus 
increasing the numbec of indepetident students ^>ply>f% for aki. ^ 



The im-S5 School Year 

' . \, 

The thO predict^ ^t the nun4>er'of appUomts will grow sl^tly in 

: ^ r ' ' ^ 

the l98#-4t9 school year, ahd ti^ level otU with ^ 19S3-«^ proportion 9I 

independent students continukig. Because a freest one-half of all under- 

>^ V 

graduate students now af^iy for Petl^ Ckants, because enrollment is./iot 

*• 

expected to increase, and bec^se the reasons discussed above do not 

suggest that this year's growth rate bi ^iplicants will contkuie,' the QBO is 

prediciing that 5 miilk>n stiKients will af^ty Pell Grants m 1984-85. 
\ 

* ^' ' 

The CP)D estimate that Pell Grants will cost $2,963 million 4n the 
1984 -S3 school year, or $163 million more than the fiscal year 1984 
ai^msprtatiori h total* the CBO ettiniates that the expected funding 
^fail for Pell Grants for the 1983-84 «^ 1984 43 school years will equal 
lilTion. 

At th\% time, the Administratis does not have a revised estimate for 
the 1984^85 school year. 
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Mr. Harrison. 1 look forw.aiKl to' hearing from- witnemes this 
morning as to the magnitude of the problem, as to the r^isons for 
the shortfall, and whether these reasons will persist into the up- 
coming academic year and result in another shortage of funds. 

I am certain that our three wttnrases will addrae^ these ques- ^ 
tions thoroughly. Further, I am . certain that the Departmeirt^ of 
(education will continue^ to review the data on the Pejl recipients to 
determine how they diner frqm what wab originally projected. 

Although { ani extremel|f interacted in the reasons for the short- 
fall and a projecticui as to whether the factprs will continue, I -am 
most interested infi^termining what will be done to solve the prob- ' 
lem. * - 

There ^m to be three optiona available: First, to seek a sftpple^ 
mental appropriation;, secpnd, to publish a redu^ (^yment sch^- 
ule; and, thtnj, to Seek an inc^^rased appropriation for fiscal y^u- 
1985 to cover the funds that have been 4rawn down from the dscal 
year 1984 appropriation. 

Primarily, I am <^nceme^ that one of tho^ three solutions will 
not be act^ upon and thgre will be a reduction of funds available 
for fiM^al year 1985 by the dmount of the shortfall. 

I art! glad you Are alt here; thank you for coming. We will rec(^- 
nize first the Honorable Edward Elmendorf, the Awistant Secre- 
tary for Education. ^ . 

It's good to have you here again, Mr. Secretary. 

STATEMENT OF HON, EfHVARD ELMENDORF. ASSI3TANT SEO 
RETARY FOR POHTSECONDARY EDUCATION, DEPARTMENT OF . 
JJDirCATION, ACCOMPANIED BY SALLY H. CHRISTENSEN, Dl- 
RECTOR, BUDGET OFFICE. AND SALLY KIRKGASLER, DIREC- 
TOR; OFFICE OF PfMJCY DEVEI/)PMENT 

Mr. EiJbfENDORr. Thank you, Mr. Chairman. 

With me this morning 1 have, on my left, Ms. Sally Kirkgasler, 
who is the Director of the Policy Development Office in the Office ' 
of F^ofitaecondary Education; and the Director of Bucket Services 
for the Q»?partnient of Education, Ms. Sally Christensen— both 
dressed in white today. 

Mr. Harri«>n. It 8 appropriate for the weather. , 
Mr. EiJAKNDORr The Education Amendments of 1972, which cre- 
ated the Pell (Irant Program for needy students, recc^nized that 
this qufisi-entiiiement program for needy and low-income students ^ 
needed some budget flexibility to compensate for the inexact sci- 
ence of trying to cal^lato the future based on extyipolations of the 
poHt 

The mechaniKm which (^mgre^ chose to use to protect that inex- 
act calculation was the drawdown authority. That authority has 
be<*n exercis4*d this year, and (>)ngress, as you indicate in your 
opening .statement, was notified of this on May 28. 

I should also add for the record, since notification is one of the 
questions that (bngressman Simon raised in his letter to me, that 
notifiiration was given to the- Appmpriations Committee in my tes- 
timony before that committc»e on March 2H. For the record, that 
statement is cm page 1 1 of the questions and answers that we pro t 
vid€*d at that time. • 
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The amount we stated wa» required was $807 mUUon. That esU- 
mate was based on. information we had at that time. Fm pleased to 
say that after careful analysis of all of the progxese reports, that 
number m sustained in the report we delivered to the Budget OflRcfe 
m May. ^ 

I would like to insert my testimony for the record and then just 
attempt to summarize it, if that is afipreeable. v 

Mr. HARRwrn. Without objection, your stalWent wiU be entered 
in the record. Pitettw proceed as ymi think best 

Mr. ELMBNDOsr. Than^ you. 

The way I would lik^ to approach this is, I'll try to give you an 
overview of the program, hoW it works, be more spedfic about ex- 
actly what th9 problem is, and then look at what we think some of 
thefMrtora are.relative to the inoirase and why it occurred. 

Tl^ program requires constant monitoring, it is heaV^y influ- 
wJced by outdde factors over which the Department has no dtmtrol. 
for example, the number of appUcants; whether they tufe depend- 
ent students or indepen<tent students, whether they are part time 
or full Ume, whether they actually show up after they have been 
determmed to be eligible, aU <^ these are factors that we have no 
control over but in fact do influence the number of dollars which 
eventually are allocated- 

While all these variables ^|ist in very complex program, we 
are nevertheless attempting m every way possible to monitor die 
flow of funds. • ^ 

The way we do this primarily is through progress reports. These 
reports are submitted by the institutions to the Department three 
tunes a year— once in October, once in the middle of March, and 
once m July. 

It is through th^ »>un^ <of information that wo are able to 
obtain the most accurate inforrt|>ition ofi where the program is in 
t^rms of institutiimal drawdown funds. 

The funding analysk that we went through after the reports 
were received m March reveaM two factors: First, that there is a 
cather dramatic and unexpected increase in the number of stu- 
dents applying to the .program; and, second, that there is an in- 
crease the average award given those students. 

This 18 extraordinary and unanticipated, based on all of the anal- 
C^h ^^ ^^^^ ^ program. I do have some charts, 

which I II show later, that reveal this change. 

The, goal of the administration is to assure that at this time 
there IS no disruption of the student financial aid delivery system 
nor a disruption in terms of the commitmenta that institutions of 
higher education have already made to students expectinir to 
; attend after Julv I. 1984. ^ , 

We haVe used the congressionally dfetermined authorily to draw 
down from the appropriation for fiscal year 1984 the amount of 
money that we need in 1S83. 

To be more apecific, Mr. Chairman, for fiscal y^r 1983, $2,419 
biUion was appropriated; remaining from fiscal year 1982 Was 
about $7.5 million m funds not used; added to the $2,419 that gives 
us spending availability of about $2.494— almost $2.6 billion in 
fiscal v«ar 1983 for 2.6 miiiion recipients, with an average grant ex- 
pected of about $937 and a maximum grant of $1,800. 
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Based on the* new information we have from the analysis of the 
.progress reports received in March, we see that the demand by stu- 
dents for this program will be approximately $2.8 billion, or $»)7 
million more than the funding available, for about* 2.8 million re- 
cipients, or an increase of about 200.000 students, with an average 
' grant of $1MK), rather than $9:rr, or.approximately $S3 per recipient 
grater than was anticipated. • L ' 

The estimate over the amount projected, as I said before, comes 
(mm the number of students and the increase in the average 
award. Neither the Department of Education nor. the Congressional 
Budget Office, in terms of its projections, was able to capture that 
change.' , 
The question was asked. Why wasn't the Congress notiHed 
sooner? The response to that is, again, to understand . the pTOgnm, 
reports, one must know that we ddn't begin to get reliable data on 
the program until about the middle of March. It takes at least 1 to 
2 months to analyze that, to determine whether th% data we are 
getting is go<Kl indicator of the future or not. 

I believe if we had made this projection in November, we would 
have projected anywhere from a surplus of $22 million to a deficit 
of $H1 million If we had done it in January, it might have been a 
couple of hundred million. 

In March it was estimatea to be $307 million, but that's baaed on 
about 2 million records. That is a pretty accurate estimate, And it 
has been looked at from the point of view of now through th« end 
of this award period. ' — • 

We expect most of the end of y«dr rep^ to be m by the middle 
of the summer, and it would be At that time that we would have a 
more precise estimate of the exAct number of dollars and students 
in the program. V V / . a 

As I said before, I brought this>e^e attention of the Appropria- 
tions (k>mmittee back in March- I'm pleased that you invited us 
here today to explain some of the details of the program, because I 
thinii the pn^ram- could stand some further analysis and better 
understan(hng of just what is happening. 

It is vei^ difficult to determine precisely what is happening, be- 
cause all of the indicators used in estimating would seem to mdi 
cate not nmdh of a change in the program for this^ear. . 

Just to give you an idea, the chart in front of me shows the last A 
yearH of th«* program in terms of applications. There has been no 
more than a 2 percent increase, at most. The increase'in the slope 
.of the l?ne to 1<.»H^ shows that we are talking about an H-percent 
inrrivi.m* in applications. 

At the .Hiune time, I have taken a look at the enrollments in 
hi^hor iHliu atif»n, and if you l(X>k at enrollments' in higher educa- 
tion, you will Hee that then' has also not been a dramatic increase, 
yet we are talking about almost a H-percent change for Pell grant 
applicants as a part of total enrollments in higher education, an- 
other trend that neitheV CW) nor th« Department of Education ex 
pect<»d basetl on historical trends. . . ' • 

The model that we UHttd to estimate has in it facUirs such as the 
l^igher education enrollment and the historical trends in t|ie puy 
gram relative to numbers of applicanta-, eligibles, and no^ihows. I 
.should tell you in terms of n(^Hhow8 that s the difference between 
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•those who apply and are grunted 

ally show up on a campus with a valid Which they take and 
get payment on-that thfe trend has been , for there to be an in- 
creasing number of no^ows. with the exception j^is year It 
would appear^that m«te students. who are eligible and subnlit the 
application are in fact bringing it to the campus and receiving pay- 
ment That's a revetBaliof a trend we have been experiencing. 

What we have leanUd from the applicant data m this. Eyun 
though it b incomplete at this time and we can t be deRnitive. 
there are some trends that have developed. 

For exafnple. in the number of eligible ^id.applicante. there is an 
increase of about 137,000 students over last year We Have found la 
looking at the increase of 137,000 that 93 percent, or 120000 of 
thoee are m the category we caU independent students—that is, 
not considered to be dependent on iw^nts' income for support^ 
Only 7 percent of the total increase is in the dependent studeiv^ 

cat«trory. " . ' oo t-^ 'xr 

In terms of age. there was,an increase m the age greup to £i 
6f 4K(KM) abplicants. More surprising iS an increase in apphcanis 
over age 27 of 85.000. Jn short, 62 percent of the total increase, is 
composed of students who are bver 27. un-^^ 
If you add both together, students over agfe 23 ponstitute H7 per- 
cent of the increase. • i 

In terms of income, we find that those increases come primarily 
from family incomes of less than $7,500. That would not be surpris- 
ing, given the fact that the income <from the independent student— 

adiusted grotw income runs around $4,0(K). 

But the 104.000 who come from below the $7,500 income categoiy 
is indicative of the fact that lower income students seem to be 
taking advantage of the Pell Grant Program ^«*V®^^"^ IJl 
Another factor is the nontaxable income. That factor in the 
report mcludes ifnemployment. welfare, and other ;'«ve"jme"t 
benefits. We found that there was an increase of about t>b.(HH) stu- 
dents or about 48 percent of the increase, came from students who 
showed unemployment, welfare or other C^overnment benefits^ 

In summary, we find that the profile of the student coming to 
the program this year is a nontrMlitional. independenMtudent. 

This shift corresponds to some*^ naticmal trends in higher educa- 
tion although it is more dramaticallv emphasized here than m any 
other urudysiH we have seen from kH^VJ^ or any of the other r^ 

^**'w«> don t know at Uiis time wh«>ther we are talking about a 1 
vear anomaly or whether thin is an «.xpericnre tliut will be rt>fx-at 
«1 in future v«-aEB We do know, in updating our model for next 
year and mnking a calculation for the fiscal year 198J, budget, that 
ill of the exfH-rience from this year will l)e put into that model 
before new nuniljers are developed. 

The final iwlnt I would make in my testimony. Mr. Chairman, is 
that we feel there ih a great deal more analysis iu»eded of this 
change in the program characteristics and the corresponding 

budget incn'uwH • • . * ' 

We also have a quality control study of the program which was 
done hv an outside contractor It's nearly readv to he released It s 
the third in a series of reports which show that we have m fact 
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red"c^the error rate, but we are still talking about a ^significant 
dollar error in the program. 

We think there are sortie interim measures that can be taken to 
reduce the costs. We think that we^need more infbrmation on the 
program before we can go forward and request any option such as 
p supplemental or increased regulatory auttiority to verify those 
applicants we see are making significant errors in the program. 

We also have reauthorization coming up and we amid consider a 
number of options in developing the bud^t for ftsc^l year 19^. 

To repeat, we are not at this point prepared* to request a supple- 
mental npr do We expect to invoke the auth6rity we have to reduce 
the grants for those students who are. planning to attend institu- 
tions of fiigher education this fall. 

Tliat concludes my testimony, Mr. Chairman, and we would be 
happy to answer any qu^tions you might have. 

[Prepared statement of Edward M. Elmendorf follows:] 
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pRKFAUo STAxniwrr or &>waiij> M tUMmNoomr, Am^tAHT Sboiwamy. 
PwsfTONDABr toucATioM, DspAmuwHr or Ee^ucation 

' Hr. Chairman and Hembers of the Su^omaittM: 

^ I am pleased to have thia opfMrtunity to be here today to 
'diecusa With yo&i the reli Grant progratf^a funding requirements for 
^academic year 1985-84. ^ • * 

^ The department has been closely monVtorin^ »the floif of Pell 

Grant program funds daring this acadeaic yiaar« Our' ability to* 

/ accurately project program expenditures -is influenced heavily by ' 

several e«ternal factors beyond the Department's control* For 
♦ 

example, bcK:ause, t^e program continuously receives updated 
information concerning student applicants ami institutional 
expenditures, projections of ultimate program participaton rates 
ftfid^osts r^Mlh relatively* unstable until well into the 
processing year. The funding process is also extri»ely complex 
with constant analysis required t'o maintain adequate funding 
availability at each of the more than 5,000 currently partici- 
• ^pating institutions. ^ * .* * 

After careful review of our most recent operational analysis 
report and other program statistics, tre determined that the ^ 
amounts appropriated for fiscal year X9B3 and carri^ forward from 
the prti^ious fiscal year were insufficient to meet pell Grant 
proqram ^^rttvity and other administrative eirpenses during the 
1^8 3-84 ararfemir year. We have b«^en confronted with an 
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ejctraocdtnary and unanticipated increase in both student a^Ii- 
cants and Ihose eli<^ble student applicants* In addit^jion, these 
eligible appX.ic^ts have qualified for higher average awards. The 
conbination of these factors contributed* to ihe increase in 

«^ program expenditures by '12 percent above wh^t was projected. 
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To metft- pcograai obligations and jpvoid iqrterruption in 
processing institutional requests for additimal funds, the 



!St0 for additimal 
^ ^e^artnent exfrclsad its authority^ to draw^down $307 isillion frosi 

the 1984 Pell Grant appropriation, t^s increasing funds <^ailable 
• for the 1983-84 academic year tp $2.8 billion.^ ^ 

t*et flie now be a little Aore specific in addressing the. 
quest i'^s you raiscK) in your letter of invitation* 
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1 983-84 Prograoi Sstiaates " 

*^ 

The amount initially available for acadenic year 1983-84 was 
92.494 billion ronsisting of a fineal year 1963 appropriation ot 
$2*419 billion and $75 siillion in carry over funds fron fiscal 
yrar 1982, Our est im^ite for, particiption in the President's 
budget 2.^4 million. More recently our estlsiate was raised to 

approximately 2.66 million recipients with average awards of $9i7. 
As you know, the Biaximu» grant a student can receive during the 
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We recently notifie4 the Congrese that the Oepartii^nt 

borrowed $307 mi 1 1 Ion .f tc» the 1994 appropriation to 8u|H>le|ent | 

th€^ amount initially avail'a\>le to »eet Pell Grant payaenj/a and 

• t * 
other^adMin'istrat ive expenses. This a^diti^onal funding will 

*^ ♦ 

provide an opeiatiftg ^evel of $2.8 billion i#ith 2.8 million 
recipients and an average award *of 8990. 
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The primary reasons for the ificrease in estimated program 
expenditures over o^r original projections are a significant 
increase in eligible Student appticants with-more financial need. 
This^ incr«afiO was not aqticipated by the Department vhen inijtial 
budqPt estimates were developed. This j^enowenon caught everyone 
by surprise. , ' . 

With respect »^to your ^estion in the letter of invitation re- 
garding why the existing systems l^id not provide an earlier 
warning of the increase in ntudent applicants and the average 
awards I would, like to mention, as I did earlier in my testimony, 
that our ability to project program costs are limited by the fact 
that our projections are based on historical experi^ce* 

Onr-** thp «f'rii;il prncess ing cycle begins, monitoring Pell 

Grant oxp<»nd i t u res - bec(^es an on-going process. Thfe program 

continuously tecpivcs information frc^ institutions regarding 

s 

student p;ir t. ic ipat i on . 
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* Given *th^ nature b& the pro^E^^ the average airard and'nimber* 
of* recipients reaiain relatively unstable until the bulk of 
tnstituttonal activity reports are received and processed by tfhe ' 
Department. This uncertainty stakes the process extre«iely coiaplex^ 
£t is neceesary to periodically review and evaluate all disbursing 

institutions' activities in order to revise estimetes of adequate 

• . . 

funding ievels^nc^to ascertain legitimate financial rwed* 

Because of the complexity involved in Honitojriog progtaa 

expenditures, the Department vas'not aware of the magnitude of the 

♦ 

increase in eligible applicants until early spring of this year. 

At that time, the DepartTOnt had received approxitfiately 2^4 ^ 

million reports submitted by institutions indicating students with 

increased financial need. Based on the data ira had available and 

on assumptions regarding tXnA average award and total eiBtimated 

recipients, we estinated that an operating level of $2*8 billion 

was necessary to continue pr^ocessing institutional re^efts for 

Pel! Grant funds* , 

« 

9 

Characte r is ti^cs ot _fg oqgftg App'licants 

are interested^ as you ate« In understand!^ this »a}or 
fluctuation. \ie have*been reviewing program data as it bec^sses 
available to us and* vh i ie we cannot be definitive! because the 
d^ta arp incooiplete, some interesting trends appear to be 
fMMergtmi. !n reviewing oomparable data frcra the 1982-83 and 
19B $-B4 ^t^/itd yratB, have observed the following trends: 
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o The nuaher of. •Ugibi« Aid applicaats roM a^total 

of approximately 137,000 betwe«^ the 1982-83 and 

ft 

1983-84 'avard years* Oter. the msme period, the 

/ r 

nufld>er of eliqibl.e indepeitdent applicadta ii^-- 

creased by nore than 127,000. This increase' in 

el igible indepemSent a^^licants accounts for 
♦ * 

approximately 9) percent oft the total increase 

between tha two years.^ During this saae period, 

the number of eligible d^endent applicants rose 

by more than 9,800. ThiS' incraase accounts for 

^approximately 7 percent of the total increase 

^ ' bet tree n the tvo years; 



o The numt>er of eligible applicants between the ages 
of 23 and 27 increased t^ 48,000, while' the number 
of eligiblb applicants over the age of 27 
increased by 85,000* These increases account for 
approximately 3S percent and 62 percent of the 
total increase respectively^ 



o The number of eligible applicants from families with 
•adiuated gross family incomes of less than $7^S00 
linrreasM by more than 104,000 between the two year 
p«>riod and which represents approximate^ 76 percent 

of the total increase; 
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o Th« mieber of «|^licant« reporting "other non-tavable 
incoM* Ofbich includes uMn^loynient, wel^re^ and , 
other Covexm«ent benefits) rose by sore than 66,600 
which accounts for approximately 48 percent of the 
total ini^rease experienced in the pro^frav. 

-These statistics seepi to indicate that the incceaM in 
eli9ible Pell Grant applicants are older Independent students with 
low family incoeies. This shift corresponds to national trends, 
which suliqest that the slight increase in postsecondary * enrol laient 
overall is a result of older students seeking to ia^rove their 
skills, contact with financial aid administrators tends to 
Support this theory* 

*198 4 Program gatiaiates 



/ The affiount. remaining to make Pell Grant awards in acadmic 

yerfr 1984-85 is e^^iaated to be $2,493 billion after deducting* 
$307 million to suppleaent 1983-84 Pell Grant activities. The 
actual amount available will depend on the actdal 1983-84 short- 
fall to be determined in late susmer When institutional funding 
reqiiefitfi and pxpendi turps are reconciled. We do not now know 
whl»ther the 196)-84 experience of incfeased recipients with 
greater financial nf»«»d will be duplicated in a^adefsic year 1984-85 
or wheth*»r this was a one yt*ar anomaly. • 



24 



ERIC 



Vie share your tnteresf^^in banting to undef stand the factors 
behind the unanticipated increase in f^ell Grant expenditures. Our 
quaitty control atud^i^s -ci^nt ipue to document a large though 
decLtntnq <Tror^ate. In 1982->198J^ tht.» * rate .was 25 percent, 
Hhile w are making improvements in all these aVeas much still 
needs to be done*. We will continue to monitor closely the changes 
in tffe Pell c;rant program's costs and will keep you inforiaed of 
any n^w developments. . Ite plan t(^ make recommendations to you in 
t^e coming yea^ that will enable to Department tq make progress «n 
these problems. . • 

\ . • . 

• Mr. Chairnifin/ I hope this testimony has been responsive to 
J • 

the concerns of the Subcomn 1 ttee. X will be pleased to answer any 

vJ - # . 

questions the Subcommittee members may have* 

Mr. Harkis(>n. Thank you very much. Assistant Secretary. ^ 

I think that some of the thin^ you have said have answered a 
few of th^^uesttons that I had in mind. 

I guess I would begin with the Observation that, as a personal 
comment, I am happy that you are not planning to reduce the 
grant schedule, which I think would probably work some hardship 
on individual students. 

I guess the major concern that the subrammittee has this mom* 
ing is whether or not this is, as you called it, a 1-year anomaly, or 
whether we are dealing with an ongoing problem ^ere. 

You have noted that a quality control ^ndy m m process, and I 
assume that you will share that with us as soon as it is available. 

Mr. Elmendorf. Yes; we will. 

Mr. Harrison. At this point, do you have any judgment you can 
share with us as to whether or not this shortfall condition will 
recur next year? 

Mr. ICiJMeNiK>Rf . Let me say that I don't think there is one single 
approach to addressing the problem. There is a budgetary ap- 
proach, which 1 understand we are here today to provide informa- 
tfon ab*)ut, but there are some longer term solutions, and they can 
begin as oarly as tomorrow. 

For example, the quality control study has brought to our atten- 
tion erroneous information students havc^ submitted on acfjusted 
groee income. This can be addressed by increasing verification ef- 
forts. 

By that I mean institutions are in po««)ession of IRS 1040 forms 
which they can use to compare applicant information on the IPell 
form against information sui»nitted to IRS to show that the infor- 
mation is within tolerance. That verification is now being done at 
the rate of 1,2(K),CHK) of ttiese a year, ^ 
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We found in a study not yet released that there is still a s^ifi- 
cant error in that one factor. In fact, it is the most significant 
factor, causing some $80 million in erroi*. 

We find that the reason for that :is attributed to the independent 
student Dependency status, in fact, is tlie one factor that we feel 
^ we need to give most attention to in terms of any new verification 

* process that we use irrthe future. 

That alone could save some significant amounts of money, if we 
were to addrea it, as well a^ a rea)nsideratioivof the inctependent 
student defmition, which right now is essenttally frozen under the 
law« in teems of its definition, for at least 1 more year. 

Those factors are things we can look at that would have a soften- 

• inff effect on the program. 

Mr. HARRiaoN, You are not suggesting then that you' have found 
any serious degree oli d^tberate misstatemenl^f on these applica- 
tions?, ^ y A ^ 

Mr. EunKNDORF. We have no way of knowing Whether they are 
deliberate or not. We do know that they /lire erroneous,^ arid/^when 
the IRS forms are|(^mpared vAih. the s^ual information, we still 
find a 2i>-percent error rate in the program^ - 

We think a more tai^^ted type of/Verification done both by the 
institution and by the processor ^ho processes the applications 
could contribute to an even further reduction in error. 

The total error in the pr^gram^net error, is still over $200 mil- 
lion. That vS a factor that we revealed about 2 years ago and have 
increased the verification to try to ameliorate tKat situation. . 

Mr. Harrison. You spoke a couple of minutes ago about a toler- 
ant 1^1. To yhat es^nt does the actual error rate differ from 
what you would consider^ tolerable level? 

Mr. EukiRNDORF. WejC I don't think anyone has concluded what 
a tolerable level is. If you were to look at some of the other pro- 
grams like welfare ^nd social services, they are talking 2 or 3 per- 
cent. Tliat is a mu6h niore^ controlled pn^^ram, and we don't really 
have a compar^le model to the P^ll grant, a 25-percent error rate 
however is not tolerable, and I think we can reduce that even fur- 
ther. 

The error rate was, I believe, over 40 percent in the first quality 
control study. 

Institutions, by the way, have dohe a commendable j(* in reduc- 
i^ error rate, so have students, but we think there is a way that 
we can reduce it even further, and we are working with the com- 
munity on that 

Mr. "Harrison I ^eas my last Question before recognizing -I feel 
somewhat, strangely enough, in the mtyority of th6 House and the 
mfnoritv of the subcommittee this morning. ^ 

Mr. (lUNDgRSoM. C^an we have a vote, Mr. Chairman? 

Mr. Harrison. Thankfully not. 

Before t start recognizing my colleagues, I guess my last question 
to you, Doctor, is this; Do you have [any idea as to when there will 
be some firmer judgment as to whether or not this is an anomaly 
or a recurrent problem? 

Mr. Ki.mrnqorf We will know by the time that we reconcile all 
of the institutional accounts, occurring sometime in the. late 
summer and early fall, whether or hot the numbers that we have 
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are. in fact, accurate for this year and whether there is any tum- 
tock of funds from institutions that could ofBset the $^ million. 

When I first came to the Dei^ment, thrae i^xounts unfortu- 
nately hadn't been reconciled for 7 yegirs. We have set about doing 
that and fcKind $67 million to be reconciled over a 7-y^u' period. 
We h^ve improved that to a point now where we can reconcile 2 
months after we close the books on an award year. Tliat wcmld es- 
sentially mean tlfiit ayftraging cnit those 7 years, we couldn't expect 
this year to find more^than SIO or $12 million to offset the $a}f 
million that we expect to be the cost of the program for this cur- 
rent year. 

Mr. Harrison. So you are saying that ywk might have some fur- 
ther information to siu^ with us by the end of the simun^r or the 
early part of the fall? 

Mr. EtMRNiXHir. Yes; I think we <mn share with yoii what we 
iind when we reconcile the Pell grant fund for 1983-84. 

Mr. Harrison. Am I in a position to tell ray good friend, Mr. 
Simon, that we will be able to talk about that somewhere around 
September 1? 

Mr, ELMRNDOtr. I believe that : ^ 

Mr. Harrison. I'm not trying to pin you down to a certain day, 
but Vd like to get an ^dea. 

Mr. Elmrndorf. Yes; I think that's within striking range. 

Mr. Harrison. AikI at that point, do you think the Department 
would have some ictea em to what you would recommend as a solu- 
tion? 

Mr. Elmendorf. We might have a more firm idea at that ti!ne, 
and we will certainlv have a leg up on the quality control study 
and some of the r^latory processes that we are thinking of. 

Mr. Harrison. Why don't I defer until later. Mr. Coleman. 

Mr. Colkman. I notice that the CBO has estimates of about $117 
million of a shortfall than you do. I suppose you can reconcile 
those, or do you feel that yours are more accurate m we look at 
this thing? 

Mr. Elmendorf. I think CBO is expecting there to be a much 
greater turnback of funds during the recond^ation procem than 
we anticipate. 

I believe their total is around the same, but they are believing 
that wPv will get more funds back from institutions when we recon- 
cile accounts, and I don't have historical data that would support 
that. 

- Mr. Omj^man I^t's play "what if" 

What if, for example; a «:hool which has a nontradiUonal trimes- 
ter-based year— let's say they have distributed Wo out of three of 
th^ir Pell grant funds already, and come, let's say, July or maybe 
later on, depending pn what realistically happens, but for hypothet- 
ical purposes let s say July I they distribute the Pell grant to the 
students for the third and final go-around. Then after that, let's 
sav in mid^Juiy, the Department comes up with a ratable reduction 
sohedule. 

How would you anticifi^te that institution handling, or being re- 
imbursed for that last Pell grant dbtribution? They made it before 
you announced and before the ratable reduction went into effect. 
How would a jKrhool do that? 
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Mr. Euf K^DORF. You are spring, of course, of next year, not 
this year, because 

Mr. CoLRMAN. Well, no. Fm actually talking about this year, 

Mr. Elmendokf. OK. Well, this year, we envision no change in 
the program. There will be no reduction in any awards. With re- 
spect to the year beginning on July 1, 1984. which is the year 
against .which we have borrowed furid^ there will be no ratable re- 
ducti(m in the large commitments that are made usually in the 
first quarter for proprietary institutions or, the first sem^ster for 
traditional institutions. 

I iKipe subsequently we will have more i|iforniationK>n the actual 
program costs and further inCi^rmation on Congress' ^ progress on 
the budget. ^ 

I dcm^ envision at this time the i<^ of reduction- It is a varjr 
disruptive proc^ in the student aid delivery i^yrstem. It doesn t 
help the student, the institution, nor does it help the DeiMutment 
in terms of what we have to do. 

I think there are other options that we should be looking at in 
addition to the congressional ones. 

Mr. CoLKlif AN. Vm not trying to suggest that you should pursue 
this avenue, but I was trying to determine under a hypottietical sit- 
uation what would hai^n to that insti^uticm. *^ 

Cmild you— I'm not suggesting that you are asking for this or 
that you might ask for thi«, but for purposm of guidance in the 
future and for us to consider "what ifs, wjupTVould happen to 
such an institution if they di^rsed that n^^«^ and then tre rata- 
ble reductions were announced after the fret? How would they be 
reimbursed? Would they be reimbursed oi\the full amount or on 
the reduced amount? 

Mr. Elmrndorf. At this .point, I don't know why a reduction 
would affect funds ali(^^y didi>ursed. . 

What, in fact, it woula do— it has been^md before— it would m- 
nounce* welf ahead of time that the disrarwment or any further 
^disbursement dt funds wouW be reduced w the amount called for. 

In ratable reduction, as ypu know, th*re is a formula that is 
quite protective of thoee who have El's — or eligibility indexes— of 
xero, meaning they are usually the poorest students in the pro- 
gram. So they are ^»entially held harmless from any first ratable 
reduction step. Only thoi^ who come from higher income familiM 
would be affected by the reduction should it be enacted. 

Thero are other options, too, relative to the size of the maximum 
grant. Ax yuu know, the law next year calls for a maximum grant 
of $l,mi We are dealing now with an $1 W maximum grant. 

Mr CV)i,KMAN. I guem the question was not whether or not the 
student would be affected as much as that institution, if they spent 
money that they are now not going to receive. 

In other words, you are suggf^ing that any ratable reduction 
would be prc^pective ip nature and not retroactive to a previous 
dinbursc^ment day? 

Mr RiJMRNnoRr. That's the way it is supposed to work. , 

Mr Harrison. Mr. Jeffords. 

Mr jKm>Rf>H. Thank you 
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I would like to pursue seme of tl^ ''what if question an4 a 
little bit more information about the situation in the event that 
there is not a forthcoming suf^lemtfntal appropriation. 

It is my understanding that ^hat happens is that you have a pro 
rata reduction and the Ims than fall award. I wondered, in^view of 
the present shortfall, what that would mean if there was no forth- 
coming supplemental appropriation. What dk)e8 ^t m^m to the 
indhridual recipients? How much wouhi they be reduced? How 
mail|L would be dropped off that w<fuld otherwise have a small 
awara^^ 

Mr. Elmknooef. Let me try to have Ms. t^iristensen answer 
thatj Mr. Jeffords, from the point of view erf* tl^ budget and the au- 
thority that is in the budget drawing down funds. 

Ms. CnioBfssBKN. Mr. JefF(»tls,' as you know, w4 are not request- 
ing a supplemmtal at this time, beoause we don't have enoufi^ 
data, as Dr* Elmendorf has indicated to you. 

As you know, we have authority each y^r in our a{^ropriations 
language to enable us to borrow money from the nesx year's appro- 
priation, so that we don't see any need to do that now. 

Now the awards for next year would be mmle sometime in July 
or in the summer of this y^u-. But all of that money is not (tis- 
bursed, but it would be maito at the full amount that the institu- 
tions request and that the students need, and if, in fact, there is a 
shortfall, at that time we could — whenever it would become necW 
sary, we could bcnrow. 

We would have a 1985 appropriation or a ocmtinuing' resolution 
wHidh would contain that same authority. We could borrow from 
that and in the meantime then request a supplemental in the 1986 
President 8 budget for 1985. But that would be in plenty of time to 
take care of it, because we have this borrowing authority each 
year. ^ 

As Dr. Elmendorf indicated, there would be no need to reduce 
the maximum award or to reduce the grants made. ^ 

Mr.*J|^FFpRDe. Well/ either I understand what might happen or 
perhaps there are no Vhat if s," and w* shouldn't be here. But Fm 
confused. It seems to me, at some point you hav^ to have some 
money appropriated. My question is. Suppose* you don't have the 
money appropriated? Then what happens? 

Ms. (^HRiSTENSEN. My point is that we don*t know at this st£^ 
whether ^ ^ 

Mr. JKrf^)Ri)S. I know you don't know, 

Mh. Christknhi?!^ (continuing). Whether, in fact, we will ri^ed 
more money or even what that amount might be. That's why we 
are sayinR that at this point in time we're not prepared to.say that 
we nMd d supplemental or that w^ need a supplemental for so 
much mbney. We have enoi^h borrowing authority each year in 
our Apprupriuiiohs Act to Lake care of this problem. 

Mr. JEFroRDB. Well, so t understand you cl^rly, right now you . 
arf» telling rtie there |i^ii! be no ratable reduction for 19K4-85? 

Ms (IWiijsTKNSSN. Not^hat we can fyreaee, no. There is no 
reason 



Mr. JKFKoiros. Well, cnk anybody foresee it^ 
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Suppoee the worst sceaario that we have heard this morning oc« 
currra and t)M»re is no supplemental apprc^nriatio^ fitnn Ccm^ress. 
There wmild be no ratable reductkm? 

Ms. Christknskn. It would expend on what the estimates are — 
tlra estimates that we get from ti^ ii^itutions for the next scar 
demicyear. 

But, as. I say, if it happened that we did not have enmigh money, 
we rtill have the borrowing autlmrity in the 1^ Ap|ntH>riati<NM 
Act or a continuing resdutum whkh wmild contain that fittune au- 
thority to do tl^ same thii^ that wwm done this yrar. 
, , Now if that trend continum^ dimouriy, at some point in time, we 
would incrrase cmr 1^ recyiMst or reqtMSt ^ supplenMntal for 
1985. 

Mr. Jbffcwds. Tlwq why ^ ate we Iwre Uiis morning Ccmld you 
please refresh me? 
^ Ms. CiiaisT»mH. I think because thece hsB bera some mmmder- 
standing about this. 
I We sent up )Bi letter frotn the Secretary, ss Dr. Elmendorf indicat- 
ed^ to the Appropriations Committees, m&teW informing them tha^ 
we were utiliang this borrowing autlM)rity that they give us every ^ 
year. We told them that we would ke^ tlmn infimimi 

We were not reqiMrtti^ a mi|q>tem«iital. We mid tb^re w9B no 
problem; it wm merely an infi»inatiimal kind of thing because we 
were using the borrowing authc»ity thi^ itmftpm us every year. 

Mr. Jmpaos. Well, my umbrstwiding <^ mat borrowing autiior^ 
ity — I could be wrmig — ^ that it is to try and prevent %a problem 
because this'is som^^hat oC an enU^mient {m)gram, but ^lat at 
some point in time that borrowiiw hm to be repaid, and it ^just 
doesn't become part erf* the gmerald^ to the cmmtry, ifees it? I 
mean, you go on— — 

Ms. CHRisrrKNSKN. That's true. Hiat's true, but what Fm saying is 
* that at this point in time we don't know the extent of the onhlemJ^ 
It could tfe tnat we don't have a problem, depending on what h^F 
pens next year and what the institutions request. * f 

If the trend continues, we obviously will, tmt the timing of iSm 
supplemental^ in fact, is not a pn^lem, because wte could use the 
borrowing authority and then request a supplemental later if that 
were needed. ^ 

We just don't have enough information at this point to request 
anv suimlemental. 

Mr. Harrm>n. Mr. Gunderaon. 

Mr. GuNOBHSON. Thank you, Mr. Chairman. 

C^n we assume then that there wtil not be a request for a sup- 
plemental in this calendar y^r? 

Mr. Rlmkndorf. I don't expect that we have enough information 
to make that request at this time, and I also expect that the 
number you have before you will be fairly accurate at the end of 
thm summer, but I wmildn't want to ccmie oeibre jotx and request a 
supplemental where the number could change one way or the 
other. 

CBO has €^timated it will change downward b^ $100 million. I 
would like one of us to be correct at Uie end of th» sumn^r before 
we come up here and ask you for more money than is needed or 
ask you for a supplemental at all when I thmk there are some 
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other options in terma of reauthorization, budget, verificatiofi, and 
other ways in which to deal with more dentknd for the program 
than is expected. Adtistin^ maximum grant would be an exam- 
ple. A change in the maximum grant of $100 is equivalent to $148 
million m the program. 

One small char^ like that could more than take care of half <rf 
the program overrun. But that isn't something we are recommend- 
uig^ It IS a eonsideration and responds to ffll queotion that Bfr. Jef- ' 
fords was asking in terms of turn you can iumipulate parts the 
program to Bring it back down within cost without necessarily 
going for a supplemental increase. 

But we don't want* to disrupt the flow of ftmds to students (or 
next year, and that's why we have unequivocably denied any sug- 
gesteon that we go through a linear reduction or firat^tep reduc- 
turn for students Wor* <U8bura«nentB are issued in Septem^ 

Mr. GuNDBBSON. We can confidently tell our schools and our stu- / 
dents that there will be no nuMor change in the eligibility requii«- ^ 
ments. or the distrilmtion, or Oie amount, or any kind of wt) rata 
reductions during the 1984-85 school academic year? 

Mr Elionookf. What you can teU them is that aU the things 
that control the disbursement of funds ami the eligibility are 
pretty much published right now. We have published a oontribu- 
. tfon schedule, we have published the payment schedule, and we are 
^tu^ now that linear reduction k an tv^tkm for us for thaL 
first disbursement. ^ 

Now I wouldn't want to rule out the second disbursement, but I 
can honestly say 

Mr. GuNorasoN. When does tlw mctrnd disbursement occur? 

Mr. EuiKNDOSF. Generally it is in F^bnxary—January or F^au- 
arv. But I'm not going to scare you by saying that's scnnething 

Mr. GuNDKSsoN. You alre»iy have. 

Mr Elmkndoiv [continuing]. We have already decided. It's just 
one of those options. ' 

I think there are many other o^^ns more denrable than that, 
but it is an option, and 1 think it's fair to tell you it is an option. 

Ms. CHRigTKNSEN. But I would add, Mr. Gunderson, that this is 
why the Appropriations Committees give us this authority in wir 
Appropriations Act every year to cover any situation that might 
come up like this in the interim until we know what U» situaU(m 
IS, whether we need a supplemental, and what action needs to be 
taken later. ^ 

Mr. GuNDKBsoN. But I think vou would have to agree that there 
IS a great deal of uncertainty that we are putting our schools and 
^udenta under if we are telling them that there is likely going to 
be a shortfall in the amount of money available for Pell grants, . 
that there will be no linear reductions in the first semester, but 
come next year we are not going to make any guarantees on second 
semester. That is really what you are saying, isn't it? ' 

Mr. ELMENDoar. I'm saying I don't want to foreclose any <Hiti(Nis 
at this point. 

I really don't feel it's responsible for me to say, "Go get a supple^ 
mental for $307 million," when it could be, according to CBO, a lot 
leM. and accArding to us it could be that amount or even a little bit 
more. 
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• I really think it would be premature to clos^ff that option as 
well as some of the othei^ptions. I hold out more^romiae for gome 
of the other options. 

Ms. Christbnwbn. I would also repeat that the intent of the letter 
that we sent to the Appropriations Committer was nn«rely to 
inform them that we had utilized this borrowInK authority. It was 
not to provide any scare on the part of the schools or the students. 
It was merely to tell them that the ^tuation was being taken care 
of by the authority that they gave lU. 

Mr. GuNorasoN. Sort of like <x3^ig somebody up and sayuig, 
"We don't want to scare you, but yoinr house is on fire."^ 

Ms. Cmristknsbn. No; that's not— it's net the same. 

Mr. GoNDEasoN. OK. 

Ms. Christknskn. It's not the same at all, really. 

Mr. GuND^HSON. OK. Let's get into the timing. I'm a little (in- 
fused as to why we haven't determined the shortfall until n^w. For 
all practical purposes, the 1983-84 academic year is over. We 
should have had some pretty good idea backyn February, or at 
least March, as to a projected shortfall. What took so long? 

Mr. Elm ■NDORT. I m sorry you weren't in the room, Imt I covered 
that in detail in my statement. ^ ' 

Mr. GuNDKMON. I apologize. • ' . 

Mr. Elmsndort. It s essentially this, Mr. Gunderson. We have 
''three ways to determine what it is institutions are demanding from 
us in tRte way of payment documents or SAR's. We get one in Octo- 
ber, get one in the middle-oT March, and we get one in.the mitkile 
of July. : 

The March 15 one is prd»bly the mast revedling, because it 
gives us the first payment and most of the second paynwnt going to 

students. . «o ^- ^l- X 

I did notify the Appropriations Committee on March M of this 
problem, and- 1 did use the figure $307 milHon in information pro- 
vided 'to that committee. 

We, however, wanted to verify that, and the analysis that we 
conducted after the March 15 progress report and before the May 
letter was to corroborate the $307 million and to give you ttie kind 
of information that we pre<wnted this morning about wttp it is out 
there making this demand on the program, when all s#ials from 
(^BO and everyone else would indicate that no way a)uld we have 
predicted this kind of a demand. An 8-percent increase in appli- 
cants is extraordinary when higher education enrollments have 
stabilized for the last 2 to 3 years and in fact are projected to go 
down 

Mr. OuNiiKRSON. You describe the fact that most of the increase 
occurs with the nontraditional student and their applications for 
Hssisliinc^ in t<hts fitf*6£ii 

What iH thetyto suggest that these demands would go down 
rather than up?/ , ^ 

Mr. EiMKUwiw. Well, there is a great deal of evidence to suggest 
that the demand for dependent students. 17 to 22, is clearly meet- 
ing the projections that were made before 1990 — that is, that they 
would taper off ratter dramatically. 

There i« not a great deal of evidence on how stable the mcrease 
of those who come fvom the older group is. 
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the enrollment in the public 2-year community (X>llege is one 
signal that we can use as a measure^ Bxtd the amount of functo they 
get from the Pell Program has increased. 

So if there is an increra^, it appears to be an incrrase in older 
students attending oublic community colleges^ at lesBt in terms of 
the way they draw down Pell grant mnds. 

But overall. I think the fact that we fmd nontaxable income — 
/ unemployment benefits and otli^r Govqpument ben^ts— are beii^ 
repprted more frequently amcmg low-ina)me students in the mo- 
gram is some indication that the economy and its fluctuatkms nas 
a mirror effect in higher education in terms of older students en- 
rolling. ^ ^ 

. As the economy impiroves and tl^ number of unraiployed contin- 
ues to go down, enrollments may also decline. It vtmy be that we 
Imve seert a l-j^r blip in th« 

Mr. GuNORftsoN; But generally, you <k>n't reelly believe that? 

Mr. Elmkndorp* I have data to show that. 

Mr. GuNDBBSON. You rmlly believe that the number of nontradi- 
lional students is going to be <m the decrease? 

Mr. EutfENDOHF. No. I have data to show that the number of noii- 
tt^itional students iism fluctuated ee^h year. 

For example, the one factor we can't grt much of a handle on, 
because nobody r^ly reports that data very well, is the number of 
nontraditional stadents attending proprietary fi»;hools. 

We looked at proprietarv schools, and 1,2^ {n'onrietary schools 
had incr^u^ of over $10,(X)0 in the amount of Veil grant funding 
that the^ got this year in comparison to iMt 

That mformaUon is very Imrd to get, lupd it's vary hard to get 
anybody to put that ti^etr^r and ass^ where it is that those stu- 
dents are coming from. 

We need a lot more analysis to pinpoint tiiat. 

Mr. GuND^tsoN. Finally, then, you m>uld agree that all of the 
assumptions would 8U|^(est that the demand would beUhere in the 
next couple of y^rs, as it hsm been in the 19^-84 ymr? 

Mr. GiMENnoRF. I would not go so far as to chan^ the NG^' 
projection through 1990 on total enrollments, which continuesQ^ 
show a decline, and in fact that is exactly what is happening. 

The top line on this graph is the enrollment of traditional stu- 
dents. 

Mr. (fUNDgftsoN. I'm asking nontraditional. That is where the in* 
crease in the Pell gnnt — 

Mr KLMSNDORl^^ are defining nontraditional differently. I am 
Hiiying the tradilfonal student is a student, older or younger, who 
attendH any traditional 2-year, 4-year, pulHic, private instiifition, 
except for proprietary schools, and that enrollment has stabilised 
and in fact decreased even with the enrollment increase in what 
we call independent students. 

My sense is — and I don't have any ability to verify — that the 
older student is going to the proprietary sector in greater numbers 
than they appear to be coming into the ihaditional sector. 

That is from the perspective of. the demand they are placing on 
the Pell (irant Prc^ram, and keep in mind, the older student gen- 
erally attends part time; they generally take lem than six credits; 
and when they do, they are not eligible for Pell. 
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Mr. UuMDEiu«c)N. Thank you. Mr. Chairman. 
Mr. Harrison. Thank you. 

I guess I have one more question, which gets back to Mr. Jef- 
fords* question of, why are we here this morning? 

I guess what I'm hearir^ and what Td like to hear from you. Dr. 
Elmendorf. is that we are here this morning tg get the assurance of 
the Department that you will come to us for a supplemental before 
you will reduce student grants, and I hope that you are in a posi- 
tion to give ud that. . 

Mr. Elmendorf. I wouldn't want to be the one to have to commit 
to that, because I think only the Secretary can make that decii^on 
in consultation with the 0(nce of Management iand Budget, but I 
can assure you that you can leave here feeling confident mat there 
won't be a reduction in grants using the lin^ur reduction formula 
for the September sprant period. 

Mr. Harrison. Yes; heafd that. Unfortunately, we also beard 
you say that you don't want to make any commitments on the 
second disbursement """^ 

I suppose the difficulty is that the letter to Mr. Natcher, which 
gave tnis^informatioh, rc^ly triggered a great deal of concern. This 
concern, Tm afraid, has now crystalized^ bec^um you are not in a 
position to say that you would be prepared to come for a supple- 
mental before vou would reduce student benefits in the Mcond se- 
mester, and I think that is regrettable. 

I mean the basic fact ia Uiat we have a $307 million deficit. Tliis 
deficit is going to have to be made up mmehow, and if Tm hearing 
you corre^ly, I'm afraid you are telling me that the Department 
might, under some circun^tance^ be prepared to take it out of the 
students by reduciiu^ the grant in the second semester rather than 
by coming back to Congrm and asking for a supplemental. I ^^^^ 
you will tell me Vm wrong. ^ ^\ 

Mr. Elmendorf. I would hope that you wouldn't make that a 
firm conclusion but, rather, keep the door open to other options 
which could be examined and would, in ncrt make that at all a 
reality, Fm saying we have time between now and the next budget 
cycle to accommodate that. 

There have been carry-forward ^ions like this three times in 
the last It years, and I expect that we will probably deal with it in 
somewhat the same way. 

Mr. HAfTRisoN. I still wish you would tell me Tm wrong. 

Thank you. Dr. Elmendorf. We appreciate your being here this 
morning. We thank your col leases also» and un!e% you have a 
further st^itement to make, we will 

^r. EiJ^F.NfK)RF No, sir. I thank you for inviting me, and I hope 
w^can share even more information when we fmish the summer 
analysis. 

Mr. Harrison. (J<kx1. 

We would welcome next DrXDallas Martin, the executive direc- 
tor of the National A«»?ociationW Student Financial Aid Adminis- 
trators. 

By way of parenthetical comment, I might tell Dr. Martin that I 
was invitiMi txy addref^ the Pennsylvania Association of Student Fi- 
nancial Aid Administrators several months a^ at a beautiful 
resort, which unfortunately you can only reach by flying into one 
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. of the most dangeroiw aiipOTts in the United States. But I survived 
# the expertmoe. 

Doctor, we welcome h«re this nroming. 

STATEMENT OP DALLAS MAmiN, EXECUTIVE DIRECTOR, NA- 
TIONAL ASSOaATION OF STUDENT FINANaAL AID ADMINIB- 
TRATORS 

Mr. MABtm. Thank yqu, Bfr. CaMirman. 

I'm glad you vcmde it safe and sound up to Pennsylvania. I hope 
that the meeting wsm worthwhile. 

L«t me, if I may, try to just summariae my ccmm^ts today. Sir. 
Chairman, simI ask that the fiill statement be entered into the 
record, and I would also note that 12 higher education associations 
have sisned <m to that testinmiy. 

Mr. Habbdon. Without olriactifm, yoar statement will be en- 
tered. We^ould appredaie a loi'of the «Mitg»t»ni sponsoro. Please 
proceed however you think beet. 

Bfr. BIabtin. If I may, I would, like to deal really with the ques- 
tions at hand. 

I think Dr. Ehnendorf has deariy outlined, as we ubdentand it, 
what are the finanddl effects, and the estimates that he has given 
<^ Uw $907 milUon aeon to be onrect in tenm of our un4enitattd- 
mg^ the leiwls of the antmvriatkms. 

What asenu to be siHiwwhat conftttinff h»e today is why we ex- 
perience the slMRtfall in tervm of the dnai^ges Umt have occuned 
m the estimatifms. I'd like to cfHnmmt on that ' 

When we first began to have aome evince that there wfis going 
to be a shortfall, it was originally pmnted out Uiat there have been 
some increases in the numbo- ot s^^mta ^t are enrolling in 
iow»- priced ccmimunity ooUefEes and vooUicmal trwie technical 
schools. I think Dr. EhromlOTf ct^laborated that hen today. 

This is not too surprising to us. In fact, feedback that we have 
gotten from a qumber €( our membsr iosiiUitknm wouM sugprt 
th^t in fact this is occurring on and that thm is one contributii^ 
factor to the increase (rf the Pell grant dollars. 

I think tl^ point that we need to ke^ in mind here is sraiething 
that we have observed brfore in terms <^ postsecondary ed^jratimiu 
enrollments; any time in Uiis county in tl^ UuA 60 yrars in which 
there has been an econmnic i^ec»»on or high periods of un«iroU- 
ment, we have seen larger numbers, people who are d^laoefl, 
who are unemployed, who are trying to gain new job skills, go hack 
and reenroU in post^^coiulary eduoition. Clearly what we Imve ex- 
perienced in this country for the laflA ample of yc^UB would point to 
that effect. The evi<tence thai the Ck^artoient is showing in the 
numbers of older students is cl^u-ly reflective that this is going on 
in this cmintry. 

In response to Mr. Gundersort a minute ago, I totally agree with 
him. I see no r^^on to believe that this is going to change any 
time through the ^rly All of the people that nnxiel the de- 

mographic dato show that we are into that trend. 

The tr^ittonal 18- to ^ymr-old coU^ peculation has some* 
what stalHliaed, but what we are finding is & r^rning of the ol<ter 
person, an uwrading of their skills, of the displaced worker, and 
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otherH. There in no reaiKm U) believe thi^t what we are finding here 
will not continue, probably for Home years. This suggests that the 
modeLs that lire used and the information that goes into that model 
in the Department are going to have to be somewhat revised. 

The^ second thing that Dr. Elmendorf pointed out, in addition to 
this increase in the number of studenta, was that they have also 
T\oX.eA in this year's projections from the management data that the 
average award per student has increased by about $53 over what 
they had anticipated at the beginning of the year. 

Again, this is easily accounted, for if you look at the economic 
data. If you look at real income in this country, it has remained 
stable or flat for the last couple of years. It has not grown as fast 
as it has in previous years. . 

The Pell grant model has always been built on a set of assump- 
tions that the income of many famili^ would ri^ faster than the 
Consumer Price Index. The result of that increased income is an 
assumption that there would be certain numbers of students that 
would fall out of eligibility- Now that is not happening as rapidly 
as it has in previous years. That would account for probably a 
mfyhr reason why the average award has gone up, because incomes 
are not rising that much. 

All of this seems to simply point out to me that Xife -have some 
ovWall economic stagnation in this country, with actual reductions 
in personal income that many people have experienced. Therefore 
we have seen an increase in both participants in i^hools and also 
adjustments in terms of the eligibility as people s awards are calcu- 
lated under the formula. 

Now there are a couple of other factors that have also contribut- 
ed to the data. In fairness I must say that the Department does at- 
tempt to look at their data from 1 year to the next in terms of 
what the trend lines or the effects are going to be. 

I would simply remind the subcommittee, if we look back, that 
you would find, for example, that the 198ii-84 Pell grant awards 
were delayed. We did not get the forms on the streets early enough 
that year: primarily because we were awaiting a final court deci- ^ 
sion over the student fee issue. ^ 

So the whole system has been somewhat disrupted in the past 
ancf then^fore that hai^ a negative effect. Many students have been 
disctiu raged from going forward with their application. 

We als<) had the system in 19K2-K3 in which there was a last 
minuti* change* in terms of validation procedures that caused a 
great deal of confusion aaer the year was started. We know that 
was a dis(*cni racing factor to some students that simply chose to 
stop out or to drop r>ut of f«'hcK)l for that year. 

Now this last year, we believe that many scho<>ls decided that 
they woul(f Ko nhrad with the UK)-percent validation, and they took 
st€'pH and inipU'm€»fit^Hl Huch procrduri^ to help those students 
along the way. ^ 

So as a result of that I think that the Departments data has 
.shown that there art- alnu«<t 2{MMMK) more people in the prc^^ram <^ 
this year is understandable. 

So the delivery system clearly imp*icti4 V^P^>n the number of 
• fKMiple and the participation rates that we have had in the pro- 
gram 
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I think the real issue here today— as it was stated at the outset 
of this hearing— is what are we gping to do. with this problem? To 
me, it seems that we cl^rly do have a pn^lem. In fact, we began 
to note that this problem was evident somewhat earlier than even 
what Dr. Elmenttorf alluded to. 

While he did provide for the hearing record following his testi- 
mony on the 28th in the statement to Senator Natcher about the 
$307 million shortfall, we know a number of instituticms tliat actu- 
ally began to find difficulty in getting then- authorization leveb in- 
creased shortly after the first the year. 

Many institutions began to go to Uie Department and indicate to 
them that they were going to iraed more numey than yrhat was 
originally assunwd, and many these schools were held up on ap- 
provals of their authorization levels for 2 or 3 months. 

Now that simply ifidafit that those schools did not have authority 
to go ahead and |»v students for sectmd semester awards. Many vt^ 
them, therefore, either had to loan stuitents tib^ir own monc^, or to 
carry students on their boQks; in some cases, stud^ts simply were 
not paid. 

Vfe went along until really the latter part of March, well into 
April, before most of Uiat wm kind of c|eared up and was carried 
forward. So we knew ^n thane mw something amiss. . 

Part o( that blame was UAd on the system itself in tenns of aome 
backlog with the changes and the estiiqations. I suspect that there 
was also some jockeying that was going on between the operational 
people and the tnidget and planning and policy people in terns of 
approval to'so ahead and i^f forward the a(»itibnai dollars to* 
allow those authorization le^f^ to be increased, l^w that we are 
clear that there is kt iemt a $307 miilkm shetf^ pending, it 
seems to me that our suspicions were correct all almig. 
' In fairness, the situati<»i hs» been onrected now, but it did 
create hardship on students that cou^haiw been avoided had Uiis 
matter been dealt with more efficiently. I ha^ some problem un- 
derstanding why, after almoet 10 years of experience in administer- 
ing this prr^ram, that U% float can't be managed. I do have prdb- 
iems with that. But that's not why we are here. 

I think the real iasue today is what are we going to do about thk 
shortfall at this particular point? 

As you have, pointed out mveral tim^ it seems to me that the 
question is «>lectin§ betw^n two or three alternatives. One clH>ice 
is to ^o ahead at this point and seek a supplemental to take care of 
k pn^lem that we know >9xists. Whether the problem exists of the 
magnitude of slightly under $300 million or slightly more than 
$300 million doesn't change the fact that we are into a problem 
that we have got a deficit. As Mr. Jeffords pointed out the deficit 
has to be reconciled, and so we shouM get on with that. If w^ are 
off a few million dollars one way or the other, I don't think that 
that's too much of a pn^lem. It will be a b^(ger problem if we 
ignore it. 

The authorizing^ committees have provided authority whereby 
you can introduce a linear reduction whedule. If that happens, 
then the 1984-85 r»yment schedule which was distributed to iMti- 
tutions in January of this year, and which* schools have been using 
to announce awards— that schedule would be revised, and therefore 
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uutitutions would be raauired to psy rtudente leBser amoimto than 
what they have previmisly been notified of 

Mr. Ccaeman was adung a ouest^ about what would be tte ef- 
fects on a hjrpcAl^cal about tne redi^tion schedule. First of all, if 
Department cfame— axkd I uncterstand that Dr. Elmendorf said 
that'they didn't have plans of doing tliis, but if they chose to go 
forward— which they can do— and 'mitoi a revised payment sched- 
ule thst was cm tl^ liimu' reductkm, first <rf all, the (ml^ studrats 
that are protected under that are rtucknts with ap eligibility index 
of 0 to 600. That is what the law requires. So tbooB are cmly the 
students that are the very, veiy low ii^onM that are protected. 

All other studrats then ii^mU have tl^ awards ikijiurted bmed 
upon the amcHmt the sluKtbll. Thd degree of tlM redw^n of 
tMse awards would dtepend upcm how large the deficit and that 
could take man v studrate* amiki ^>wn 1^ semral humlred dollars 
dmendii^ on wMre tl^ fell in that scheme. 

Dr. Elmendorf said that they weren't gfsmg to do it for this fall. 
It mi|^t even be worse if it was ikme in the winter, because stu- 
<h9nts U^n would be haUwi^ thrmi^^ the year. 

But tl^ effect would be that tl^ schools wcmld have to call in or 
notify thme Audente Uiat ti^re is a rediu:tion, and th^ wmild 
have to also recalculate those awardta, ei^ of them, 1^ going 
through on an indivkiual b^ and lodkii« up <m tliat paymimt 
schedule to find out what that new stucknt's award wm, adjust 
ti^ee akl packages* 

If they were able at that pdnt to have any adkliticmal mcmeys to 
try to make up for that shortfall, thmx they ^i^mkl try to r^iackage, 
but many of them, probably late in tte ymr, mnsld not have 
moneys because they would have already oommitted them. 

So it would be very dkrufAive, Hot only to the im^tutions in 
terms of work but certainly to the rtu^nts* 

The miuor disruotion to the Departeirat wmild be simpW run- 
ning the model and putting up a new payment sdbedule earn smd- 
ing it out. The rml harm would be dcme to the institutionfit and ti^ 
students and there would be that effect What wmild happm if 
schools had dispofimd the mmmy befine? If a sdiod, by dianoe, had 
di^ursed m<m^ in July cm th^ asmmiptiicm that there was somg to 
be a full award uncter the currrat iiayn^t sduxiule, and suose- 
quenUy we had a reduced pa3rp:]«nt scmaule for that award year, Vm 
assunung that that would constitute an oveiraward for that rtiuient 
Tlierefore the «ddjustn^t wmikl have to be made in the n^ 
payment period for that individual sti^ent becav»e that pajomnt 
schedule stands for that full yrau*. It doesn t talk about it for that 
point on. I mean that payment perkxl is set in atatute for that total 
operating year. 

So under the hypothetical that you were raising, yes, I would say 
that that student would have to have his award a4iusted by the in- 
stitution by going back at that time and saying it was an 
overaward or by reducir^ it to make up in tii^ next pajrroent 
period. That's the way it has always worked, and I have no reason 
to believe it wouldn't work that way now under the statutes as 
well. 

The other thing 1 found interesting in terms of the solution and 
what we are talking, about is that Dr. Elmendorf seemed to think 
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that there be some aclditional things with validation and all 
that would do that. I w(Hild just remind the committee that we 
have been into validation now for about 3 years. To date, we have 
not yet, in spite of all of the increased paperwork and all we have 
iniposed on schools— we have saved some money, and we have cer- ' 
tainly improved some of the eeporting of the program, but we have 
.not achieved at all the estiiflateB that are made in their quality 
bontrol studies, and part of that is because you jurt omnot be that 
precise. The program deals with too many variablA, and we will 
never achieve that. I think we have made improvements in that 
area, and we certainly suf^rt the efforts on validation, but I 
would hope that we don't depend on that to solve a $300 million 
shortfall problem, because it simply will not happen. 

I also found it interesting that Dr. EUmendorf alluckd to the fact 
that one of the things would be to change the definition on inde- 
pendent students and ffimultanecmsly stated m the^record that the 
,17- to 22-year^ld population seems to be stable. Well, now, that is 
clearly the area where a change in definition would do it, but the 
incr^ses that he was talking tdxHit came in the ol^er rtuctenta, the 
people that are beyond 22, beyond 27. Those are people that clear- 
ly, with no change in definition, are you gol^ to make dependent, 
as o(^)osed to tndependmt. lliat's where the older adults are that 
are clearly independent So we will see a continued increase, and a 
change in the (tefiniti<m at this itoint is not going to deal with that 
problem. This is a plwnomenon of our society right now and a phe- 
nomenon of simply pobtsecondary enrolloienr rates. So I don't 
think- we are going to have it 

think the real issue is that we know we have got a (at^lem; 
how do we deal with it? 

We would strongly recommend, and are plrased to note, that Mr. 
Harrison, you have indicated this momii^, and Mr. Coleman in 
your letters to the Appropriations Committee, that you have raked 
for a supplemental to Mr. Natoher's oimmittee. It seems to me 
that that is the appropriate and i»tu^t course of action. We 
strbngiy support that and have indicated to them that we feel that 
they should consider that as well, and I would hope that this sub- 
committee couid support that recommendation fend we could move 
on with" it 

We may be slightly off on the total amount and may know a 
little bit more later, but the fact is, we know now that there is 
roughly a $300 million problem, and putting it off will only com- 
pound it for the future, and perhaps jebpardize future funding to 
foTXX ratable reductions for students in subsequent award years. 0 

I thanl^ you very much for the opportunity to be here. 

(Prepared statement of Dallas Martin follows.) 
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Prspabbd Statimknt t>r I>ii Daum Mabtin. Ex»c?irnvB t^wscro*. National Aamy 

CUTtON or Sht/DKNT FiNAHCIAt AlD AomfiWVKAVOW^ OH BSHALT OF AllKWCAN AS- 
SOCIATION or Community and Junios Ohxbg^ Ambeican Amociation or Statb 
CouxcKS and Univkbsities, American C^jncil oh Biuc^toN, A«iociation of 
Amrkk an UNivKRmriKa, Association or Catholic Coixb(;ks and UNivE«8rn»B. 
ASSOCIATION or Jmvxr Collsges and UNivMsrms, Association or Uuan Uni- 
vERsmKH. National Association or Cahi^u and UNivrasmr Business OmcKas, 
National As8o<:iation roR Equal OrpomiNmr in Highki, £»ucation. Natk>nal 

AMKHATION or InI«FKNDKNT CoLLSUES and UNlVKromri^WATKJNAL AasocuTioN 

or Schools and CoCucibs or the Unitw> Msmoi^ CHutoi, and National As- 
soc iation or ^TATS UrnVKKOTlBS AND LaND^RANT COLLEGES 

,Mr\ Clialr««n, awbers of tht SubcowiUtee, I appreclat^^he of^riunit^ to 
^ar before yoy today to discuss t^ concerns of th^ Mati^l Association of 
SttideAt Flnarjcfal Aid A<te1n1$trators regarding the |307 ailHon shortfall In 
antfc1r>ated ^el! Grant expenditures for the 1^3-84 ac«te«1c year. 

At «e understand the Issue, the ae|>art»ent of Education began the FY-83 with a 
Pell firant a|>fKt)p''1«t^ of $2.4I« billion and approximately $75 Eillfon in 
unspent FY-82 Pell Grant funds, for a total fuodli^ level of $2,494 bllHon, 

StAse^nt 1y, the Education DepAftiaent discovered that ^tual FY -83 
ex^ltures to cover the 1^8^^ acattailG year would exceed the $2*494 billion 
level by $175 to $200 all Hon. This In twrtin necessitated the need for the 
Education DeparUnent to borrow approximately $300 Billion fpm the FY'84 Pell 

^ Grant impropriation to cover the FY-83 expewllture shortfall. We asst«c that 
the Oepartaenfs reason for drawing down $300 million when only $2(K) million 
win be needed. Is to provli^ ttoi with sufficient fut«1s to cover any "float* 
that may occur to finance the difference between the fumis the schools have 

'•^estimated that will be needed for tl^ year and their actual FY-83 expenditures. 
As such, we estimate thai approximately $100 mill Ion of the $300 million drawn 
down win be available for FY-84 once all of t^ Institutional accounts have 
been reconciled for rY-83. Since! final rrconc i Hat ion of these accounts 
cannot occur until after the end df the academic year. I.e. June 30. 1984. we 
expect that total fY 83 expenditures will not be known until late siwier or 
early fal I. 

Additionally, we now believe that the Department's original expenditure 
estimate for ry^^4 is low. Based upon data obtained Yrom the American Coumril 
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on EdttcatiM. m fMl tlMt at iMtt |2.§ biUlon will be rmM to fylly fund 
ttw Pell firant progrn In tte (^adM^c year, rather than the |2.8 

bfflion appropriated. As such. It wuld appear that a si^tpleaenUI 
appropriation of ^^xtMtely %X0 to $350 aflHon will -be needed to cover the 
FV-83 and FY-«4 Pell Grant previa costs. Otherwise, the FT-85 appn^lat^on 
wtl! have to be between |3.1 to J3.1S bill ion to cow the Fr-83 and FY-84 
$N)rtf«1ls and to f\md tto FY-as pro^m at the sasie levels af^ved for 

tkie reason given by an EdiKratfon D^artaent official for tfm (^KferestlMtes m% 
that thora has bMn a tmant kitted Increase In the nmber of Ind^ieiKfenl Pell 
Grant recipients who enrolled In lower ^Iced cominfty colleges and 
vocation* I/trade stN)ols during the past year, lather or not this Is true 
[perhaps renins to be seen. H<Mver, feedbadi that we have received froai sone 
of our menber Institutions would sog^st that this Is one contributing fact<r, 
^t not the only one. Generally, owrall postseciHidary educatlm^l enrollaents 
have reMfned stable or increased sH^tly In the past two years, even thoii^ 
enrol llient declines had been pro^ted. Tt^ reason for such enrol Isents siKHild 
not be too surprising If one stops to consl^ that historically when this 
• natloi^ has experleiKed periods of ecormk r^essl<»i and high rates of 
unefi^loywent, overall enrollments In postsecomlary education have liKreased. 
This Is singly due to tN fact that displaced or yne^loyed ww^ers during 
these times often elect to enroll In short terw courses of %twi^ that wHI 
enable theia to obtain Job skills ami knowledge to re-enter the workforce. 
Current data would seem to partially reinforce this factor and feed-back frow 
some of our schools suggests, in fact, they have experience %om Increase In 
the nwj*er of older independent students who are enrolling fc^ one or tmi year 
pro^rdns. This se^nts to be particularly true fn those area*; of the country 
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t*tre tmoi^lc^Mist %m bMfi Uli^. HoMmr» a mar% cmm^ c^ntrftotliii factor 



to tiw »fMi«?«stteU tMMt to be tiM ovtrtfl f«ck of gnu^ In fwHIos* 
ftol fncoM. fetTGrMt Mttetfoo Mdtl liu afi«y$ ossiMd tlMt os^rool 



f ACOM IncrMSOf frm on^ jroar to tHe next, a u^stantlal of ^for y«or 

•Itgfblo students will fall out of eHffbfHty In tllo atxt s^^ly 4m to 
1«if latlon of fncow. la essam In tbo past* IncoM. faster tlian tbe 
C.P.I.*, Given the overall eamoaf€ stagnation im liaVe bad In tbfs ctkmtry for 
the tyn years, aad ^teal reductions In personal Incme tbat aai^ faBllies 
Have experienced. Increases In real Incose rates liave reMlned fmr beloif tbose 
of previous years. Jhm^^^ tbis everall vlnlaal growtb In fanlly 1ncoM,<r 
lAen coupled with Increases In tttltlon and fee costs at mst acbools; bas 
rtd«iced the attrition fiftrwlly experienced In tbe progrev end bas Increased the 
aver^ MMrd and pro^reM cost si 



One e<M1t1onal /actor that also needs to be rmmbvt^ idien wiatyzing tbe 
program participation rates Is the overall p erfor aawie of tbe prograa delivery 
systen* let m rm\M the Si^^Mlttee tbat tbe 1^3-84 Nil ^ant student 
application fonas Mere not approval tbe Secretary of EdtecJtlon tint II 
Kovenber 5, 1982, nearly four aontbs later than mst years, thereby deli^lng 
the distribtftfon pf foms until late Oeceoter. The primry reason for this 

)Ms the pending court decision over tte student fee Issue. As such, this 
delay created a cmr^ressfoD ulthin tbe processing systee idilcb^NHiId have 
distorted the coe^ratlve data. Likeulse, tbe 1^*83 at^rd yMr was 
hack logged due to the late suamr pi^llcatl(m Of the Efepartjaent's Addendun to 
the VaHdatfon HamMHJok; the Departmnt*s decision to change the vaMd&t1(Ki 
selection prtic^^ur^% after processing began; and the late ^Ifcatlcm V tim 
final 1982-83 Pell Grant Pay«ient Schedule. All of these events clearly 
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p«rformce dat«« TImw* ftetors also sm to be ref loctlvo In tUt 
DofMrtMnt's am data and their f l^ires ^ld) staf that ahout 2«),(NX) si^ ' * 
ttadtats ^Hed for rel! grants la acaiteic ye«r 1^3-94 than in the 19a2-e3 
ac^faalc jfvar.^ raasM for Miitlooifig these events and the econoslc fKrtors 
Is stepTy to fwte that a |H*oJectlm MOdet H only a Mnegonent tool, and If 
Jfidfamts and adjustattnts are Mt ii^ to trte Into accoimt these extraneoei 
factors, then the projections tflll he wrong, 

Wiether or not consld^atlon of these and other fmors Mere Included In the 
Def>ertaent*s oim estlnatfon Models can only he addressed by ^se who develc^ 
the projections, 

Uhlle I an anara that In the past ye^ and a half «ost of the re^onslhlMty 
for developing the overall budget projections for the fell Grant progras 
shifted frm the Office of Student Financial Ass1stM:e io the D^Mrtnent's 
Office of Planning* ^K^t, and C^loatlont I cannot s«y If this change has had 
any fapact upon tJh0 overall forecasting operations. The Pell Grant pro^m has 
always been carefully nmftored by the <^at1<mal personnel within OSFA using 
Monthly report* which reflect the year to date neuter of ^llcantss nueber of 
ellglbles; the average Cllgibllfty Index; eipd_^^U»U^ ^xi^ltures colored 
to the prev<(His year. In past y^rs, these data have always been used by the 
forecasters to aonftor fumSIng levels. ! would therefore asstMe that slnlllar 
data were available within the Pepartmnt this past year* which \n turn should 
have alerted the parties responsible In Oece^ti^er that^biere was gofi^ to be a 
fundlitg shortfall. To my knowled^, this fnfonaatlon was not made ptd>!^c 
however, until the first of April. T *iote the date as. the first of April, 
because during the House Approf^lat SubcoMfttee hearing on March 28, 1984, 
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CongresMMii NatcNrr «fk«d Or. Hm^dotf^ M^tKer or not tHe $2.8 bflTlon 
«pprf^ fated for the Pell QrMt pro^m in 1^ WDUId be sufficfent to cover 
the cost of tr^ progruB with a $1900 mximm ti#ard, or nould there be i need 

w 

for reductions in f^lvidyal Mards? Dr, Eloendorf noted that he did not Mve 
the {nforwition at that tte, ifyt Mould let CcNigress kfiow, A fev days later 
the folToMlfig statMoeflt was provfcM by tlw Edt^atlofl D^rtaetit for tto 
Hearing Record: 

"The DefMrtnent estlaates that an additional^ P07 allHon 
will be needed to cover I983-*A4 Pell Grant activities and adaln- 
Istratlve exi»enses*^Th1s estt8»te Is based on recent prograa data 
extracted fron thm f^ra^ry Pell Grant progress repi^s slotted 
to the Departnent by Institutions* The data Indicate that the 
estlA»ted average ^a%Ard has Increased frM the original estloate 
of $937 to $990. This change ms based <m a review of the avera^ 
expected disbursement of ov^ 2 slllloA Student Aid R^KH*ts (SAR) 
processed by the Departamt* Therefore, the actual dlsburseoent 

payout of Pell Grant funds will Incf^se over our original estlaate**' 

« 

Me began to suspect, on the other hand* that there was a funding problem In 
early February, when mny schools began to exerlence iiajor delays In having 
thptr authorisation leveU Increased. In fact, most of those requests were not 
approved untn BiH-Aprtl. therefore schools were forced to either withold 
stodpnts* second setwster awards until that tl«e or to ^vance stuc^nt fufKis 
from fnst Hut fona? sources, Unfortunately, this pn^ I em created unnecessary 
hardship on students and schools alike and could ^lave been avoided If the 

9 

[^partmnt had been on top of the Issue and had sought a suppfeaental 
approprMtion or authority to borrow funds earlier; 

/ 
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other re«son iMt { N!fev« that the Otfiartwit knew of the la^i^ndfng 
shortfill earlier then.Aprfl. f$ (hit to oiir inKtersteiidfng thet they 

dom the needed funds In tm seperate InsUflmts. The first re^st to O.M.B, 
to borrow froB ry-84 funds ims sade in Ute Jamiery or early FetHrary of 1984 
and consisted of about $99 sffflon. The second request cmm In late A^ll, 

Howew^fn fairness teethe 2^rts»i^, Kr. Chairman, we reiMze it fs 
difficult to accMrately predict the exact annua? e^^lture level which will 
he nee<fed for a fc^lae.based pr^m like the Pell Srant proarvi. ye also 
realize that while the progite operates as a seal-entltleaent/progrm, the fact 
Is that Congress ^proves a discrete ^m^i apf»^latl(Hi flgj^ and is S4ich 
the Departnent does not have the authority to exceed that dollar level without 
securlr^ additional aothorlty. This feature has alweys Aa<te It somewhat 
difficult to respond to unanticipated expenditure Increases. We also $' >ufd 
note, that the D^rtamt of Edc^atlon i^s ijpry prospt In aeetlng the 1983-64 
' and 1984-85 ^uhailsslon dates for the HU Grant Family Contribution Schedules 
and the publication and distrlbutltw of the 1984-85 Pell ^ant Payment ^ 
Schedoiy which In turn has helped to ^i^ve the oveVall delivery system this 
year, ^ 

f 

The^refor^, the primr^ Issue before us Is whether or not the A<h«l«lstrat Ion Is 
90fwj to seek and M^rt a suppleaental Pelf Grant Appropriation to cover the 

1983- 84 and 1984-85 funding shortfalls, or are they going to Issue a revised 

1984- 8S >en Grant Payment Schedule utlH/Ing the statutory ]inear reduction 
provKlon which would reduce awards to f^dy students for this coming t^^^rd ^ 
yrar' , 
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6lv«4i the fact tii«t aost students Mva alreacfy been mit If led by Inst ftui Ions of 
the aaottnt of Pit I erant they cm ex^t to receive for the 1984-6$ eci^Blc 
year which ^arts July 1^4, and the adverse tn^act tirfilch would ^ laposed 
iip<Ni thmisaiHls of students If the awards were redi^ed» NASFAA would strongly 
encourage the Aitelnlstratlon te Inadlatcly take action to secure a 
si^.?eiB»fita] appr^rlatl<m to cover the shortfalls. If this Is not dof^, then 
the only two alternatives reMlnlng would be to cut already announced student 
awirds In m4-SS. or to postpcme the Issue until thereby sloply 

coqpoimding the probloa and furtl^ jeo|>ardlzlng essential funding for needy 
students In the I99S fiscal yearl 



Thank you for providing this opportimlty to consent. I would be pleased to 
answer any questions you sMiy have at this tine. ^ 

Mr. Harrison. Thank irou very much. . . . i 

I think you have enlightened us by your testimony, and the only 
other comment Vd make is that I did eiyoy that tnp to the Penn- 
sylvania conference even though the airport was dangenn^. 

Passing the immediate problem, Doctor, because 1 think you 
stated your pteition on that nretty clearly, ^rhans you ccAild help 
us with the longer range pn»iem by indicatii^ what alterations m 
the Pell grant model you would thmk are necMsary to reflect ^ 
changing student pomilation. 

Mr. Martin. Yes; Yd he happy to. r • i j 

I think that, in fairness, the Department has dope a fairly good 
job throujih^the ymn of trying to do the modeling, and 1 think 
they, andQ80, and a few other people have perfected that. 

I don't Rally think it's so much 4^hat we are putting into the 
model at this time. I think that's adequate. I think clearly we may 
have to look-a little bit more at the nonbraditional population than 
we have, because that is going to incrwwe. 

I think the qiiMtion is that any model that we make as an esti- 
mation model is^ly a management tool, and the question is, what 
do you do with t jat, and if you don't look at it and donl apply 
some judgments to that management tool, it is not going to serve 
you very well. 

It seems to me that the biggest weaknew, if there is any— and 
Vm not trying to find fault—but clearly with high ratM of unem- 
ployment« of ^11 the ihings we have ^n goin^ on in the stagnation 
of the economy and other things, and knowing the trends, I just 
find it amazing that somebody didn't step back and say, 'This is 
going to have some impact,' and clearly on the first progreM 
report there were beginning to be indications that the numbers 
were up. 

So, ag^in, I think the question is that mani«ement must use that 
tool ^nd make some juc^ments to it. I m^n the data that comm 
out is only as good as what ^oes into it, but it's how you apply the 
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judginentA. and I think that's all w» need to do. but I think that we 
have l^umed from Uiis y^r, and hopeflilly that will seimitize §6me 
people to look at that in future yratrs. 
Mr. Harrison. Mr. Coleman. 

Mp. Colcman. Let me of differ with you a UtUe bit in your teati- 
mony. 

When you just mentioned the real rate of growth of 'personaT 
income of familiea— and you feel that this is something that must 
be corrected ih the model— you tndieated that during past inflation- 
arr tinm, actual inoMiM grew faster than the CPI. 

Isn'f the real problemnhe fact that neither one of those state- 
ments IS necessarily the guiding principle, but the fact that tuition 
and fee costs a^ most schools have gone up fiEnter than CPI or roal 
mcome growth under eithir scenam? 

Mr. Martin. Yes. Let me say, Mr. Coleman, that it is a combina- 
tion. I think in my written statement I do tie the two things to why 
there has been an increase in the aven^ award. ITie first is tl^ 
fact that real income has been down. It has not .been growing as 
fast as It has in previoui^vears. We wwild expect that if we dim- 
ouajy hold inflation down that wmild afiect Uie prqjections. 

Ttw second point that I make in my testimony ia that tuition and 
fees has been higher ihan the Ccmsumer Price Index incr«Mee fm- 
tlM last couple otywn. ^ 

Mc, CoLRMAN. Let me ask a backdoor qiM8a<m: Hie Higher Edu- 
catidn-Act requires tha^ CfMrtain other pn^prams be funded at cer^ 
tain levels before the maximum grant is increased, and the Appro- 
priations Cwnmittee iiunn^ed it to $1,9(K). 

Do you feel that if we take up a surolemental, we should look at 
the increased figures for NDSL and SEOG's and the statutory re- 
quirements that those have in order to conform with the Appro- 
priations CommiUee's previous position? 

Mr. Martin. We would certainly support that, Mr. Coleman, and 
let me explain to you why I think that is important I think the 
Cxonffrew, in drafting the 1980 amendments and puttii^; it together, 
tried very carefully to ensure that the stucfent aid programs m title 
IV had an appropriate balance; a balante between me grant pro- 
gram, the loan programs, and the campus-bcMMd prograntfi. 

Now it is true that we are nai quite in sync in terms of those 
statutory limits. In other words, the assump^ was that they 
were kind of triggers for the other (»mpus-based prc^rams that 
would grow simultaneously with iifcreases in the maximum Pell 
grant. 

Now we are slightlv below those, jjarticularly in NDSL, Work 
Study, and SEXXl, and vur association and many of my colleagues 
in higher education would certainly support efforts to increaw 
those vital programs. They provide the balance in terms of making 
the kinds of good ^udent aid packages that we need, and that are 
equitable for needy studmtB. 

Those dollars are important. In light of the fact that we have 
lost, about 19 percent since 1980, student aid dollars, those functe 
would be very welcome as well. 

Mr. CoucMAN. But that maximum grant today is 

Mr. Martin. The maximum grant for 1983-84 has been $1,800. 
For 1984-85 it will be $1,900. 
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Mr. Coleman. It will be $1,900. ' ^ 

Mr. Martin. Yes. 

Mr. CoLRMAN. Thank you. 

Mr. Harrison. Mr. Guhderson. « 
, Mr. GuNDfCR^)N. I have no questions. 

Mr. Harrison. Dr Martin, thank you for joining us this morn- 
ing 

Mr. Martin. Thank you, Mr. Chairman. . 

Mr. Harrison. We would welcome next Ms. Katherine Ozer, who 
is the legislative director of the U.S. Student AsKxriation. 
Good morning. 

STATGMKNT OF KATHERINE OZER. LEGISLATIVE DIRECTOR, 

STUDENT ASSOCIATION 

Ms. OzRR. Good morning. 

Mr. Chairman and members of the subcommittee, I appreciate 
thiMopportunity to appear before you today to present the views of 
the U .S. Student Association 9n the current Pell grant funding sit- 
uation. 

My nam^ is Katherine Ozer, and I am the i^islative director of 
USSA representing students attending over 400 postsecondary in- 
stitutions, 2-year, 4-year, public, and private across the cxHintry, 
through their individual student governments and statewide stu* 
dent associations. 

USSA strongly supports the P^ll grant as the foundation of stu- 
dent Tmancial a»tstance upon which (»mpus4msed student aid pro- 
grams and the Guaranteed l^udent Loan Pn^^ram should be based 
to ensure access to a post^condary institution. 

The shortfall of $307 million in the P^U Grant Program for the 
current academic year recently disclosed by the Department of 
Education has the potential to trigger m£^r pn^lems for students 
acrom the country. 

USSA is very concerned about the timing of the Department s 
notirscatton of the shortfall* toward the middle or end of the aca- 
demic year and just as the Appropriations' Subcoqimittees in the 
Flousevand the Senate are considering the Pell grant levels for 
fiscal year 1985. % 

Th^ immediate question, which has already been answered earli- 
er but we feel must be answered by the Department, is why this 
information wasn't revealed earlier. 

It seems . that the Department should have triggers in their 
model which during the academic year would signal the increases 
that have occurred, ailoviring for adequate plannrlfjptime for Con 
gress and the i^dministration. 

Beyond the timing question, USSA is (X)ncerned about ^hy the 
Department had not anticipated some of the increases in the Pell 
Grant Program due to the m)nomy of the past few years affecting 
berth the job market and the need (or retraining for displaced work- 
ers. 

The increased student population eligible for Pell grants is com- 
" pounded by the fact that the low or no growth in real family in- 
comes in addition to consistent increases in tuition and living costs 
contradicts the Pell grant model which amumes yearly increiises in 
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the real income of U,S. families* which would force mme students 
out of the progrun. Thi» phmon^cm has been the same for many 
(^her Government entitlen^nt or asftifltance pn^prams and i^CHild 
not have been such a surprise to the Depaitment of Education. 

USSA sees no reason to expect thai this increased need for 
higher average Pell awards nor the increaaii^ number o( students 
who are eligible for the program is a 1-year aberration but is clear- 
ly a trend that must be expected and calculated for. In fact, the 
1984-85 aoMiemic^'year could easily show an iiu;remdng d^nand 
and^eed for the Ptell Grant Program. 

Increasing interest rates and the slowdown in economic indica- 
tors of the recovery affecting tlw youth of this cmmtry are not very 
promising. This past month s overall unemployment rate showed a 
decline of 0.3 percent fttmi 7.7 to 7.4 percent, but the unemploy- 
ment rate for youth overall remained. at ^ percent, and for minori- 
ty vouth &t over 40 percent 

In a<klition, current administration proposals for a subminimuni 
youth wage would not improve a etudent's ability to save monev 
and contribute to their selM^p, which is cmuted into the Pell 
gXBnt formula for current studffiits. 

For many high school students, there is a cl^ur incentive to enter 
postsecondary education or some tvpe of training progranu to gain 
a allege <fe^nee and skills, being niUy aware of the grim jdi) pros- 
pects and possible subminimum wage scale without it. 

Also, the statistics that were given by the Under Secretary El- 
mendorf clearly show the older students returning, which vrould 
add even more to these statistics. 

USSA, on behalf erf* our membership students, most of whose 
access and ability to remain in school is dependent on the action €f 
this Congrw, urges tli» subcommittee tB requc«it tiiat a supplemen- 
tal appropriations bill be passed immediately* 

Th^ immediate pass^pe of the supplemental would minimize po- 
.tential confusion about the size of awards over the next 2 years 
and, if the administration supported the supplemental, clearlv 
demonstrate to students that there is real support for the Pefl 
Grant Program during the currei\t buc^iet and a{^ropriations proc- 
ess, not printing a false illusion to students and their parents 
that funds fpr PeU, not only for this September but for January, 
are in the Department of Eduction budget. 

The total student financial assistance bud^t is too small to be 
balancing this year's prediction errors, inadecjuate appropriations, 
and the jfa)nomic factors that have caused mcreased entry into 
post^CQlndary education on next year's students. 

The future of today's student is already beingmortgaged through 
4^ national budget deficit and individual students' guranteed stu- 
dent loans without threatening the viability or the consistency of 
the Pell Grant Program. 

USSA feels that not only must the PeU Grant Program be pre- 
served, but it must be expanded to meet the rising demand and 
commitment to providing* access and excellence in education. 

These problems that we are addrei^ing today—the appropria- 
tions shortfails, the uncertainty and potential cuts in ^awards — are 
some of the reasons why USSA has consistently supported Pell 
grants as a true entitlement which would eliminate both a situa* 
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tion such as the one we are facing and the highly political appro^ 
priations procas» that he^tm thifl afternoon for aouiemic y^r 
1985-86. 

The U S. Student A^ociaticm thanlLS you for this oKXJrtunity to 
once again express our views before the subcommittee and nope 
that a supplemental appropriation will be requested in the immedi- 
ate future to balance the books in the F^Il Grant Pn^fram now, not 
in the fiscal year 1986 budget process which begins after Novem- 
ber. 

Thank you. 

[Prepared statement of Katherine Oaser folloi^:] 
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Amxsatkin, WASHiiiaTOif » DC i 

CMinmii Mid acMders of tht SubammitUft <m Pos tsecondary EdM:4t1«i, I 
«9pr9cfite tDls opportimUy to §p^r before xou to^y to prestfit the viewt of tfm 
United States Student Aisoc1tt<o«i (USSA) w» the cume«t Pet! firm fufldlng ritu4t1or 
% fitw Is Xauwrine Oier ejid ! M Uie leglsUtf^ Director of i^SA n^resentlng 
stunts ttte«Kl1fi9 over 400 pot tsecendery fnstf tutlons; tMO year, four year, public 
tjid ♦private, acroff the country Uiroi^ their 1ml1v1(^1 student yve rmgnts and ^ 
statewide student asseclatlm. 

^USSA strongly supfwrts the Pell ^ant as the foufxtetlofi of sfid«it flnaiKlal 
assistance upon ifhich canpus based studiet aid pronram and tfw Guarenteed Studefit 
Loafi program should be based to eesurv access to a postsecondary fnstl^tlw. 
Tha shortfall of SJO? miUion in the Pell ^-ant^progrea for the curfent acad«i1c 
yaar recently disclosed by the Dwrtaent of Eifeicatlon has the potential to trigger 
•J or probieiBs for stunts across the country. | ^ ' 

USSA Is very concerned about the tising of tAe Oafpertaient's iiotlflcatlcm of 
the shortfall - at the ef^ of the acadoilc j^r anb just as the J^proprlatlo^s* 
SubconUtees in ehe itouse and Senate are^cons1(tering the Pell Srant levels for 
^rr 1985. The inmadlate Question that m ?ee1 eust be answered by the Oepartmedt 
Is why this Inforaatiofl »«sn' t ravtaled ^rl1«r. {t setm that the Department 
shduld riave triggers during the academic j«ar tha t wou 1 d signal the Increases 
that have occurred allowing for B6tq^9te planning t^m for Congress arid the 
A^fnfstrat )on. ^ 

Beyond the timing question, 'JSSA is concerned about why the Departsefit ^ 
had ffot anticipated %cm of the increases in the Pell Grant prograai due to the 
ecomjsty of the pa$t few years affecting both the Job inlrlcet and the need for re- 
training for displaced workers. The 'increased student |»opulat10fi el Iglble for 
PpII Grants i^ compounded by the fart that the 'low or mi gro^^th in real family 
tncoRie^ in addition to consistent increases In tuition abd living COStS contradicts 
♦.he ir^nt model which assiaaes f^ir]f increases ip the real inco»e of U.S. fa«iHes 
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KftUh iMld foXe sQ>t sttKl«iitft out of tim fH-oqrBm. This pfienoMM has been tlw 
\am for «1t ^veiWnt «nt<tj«»«it or assut4RC« pro^rasf «nd should not 
sucf! 4 surprise to the Oepartaent of Education. 

USSA tees no reason to expect that UH$ incr^sed need for higher av^ra^ 
Pi^M Au4rfi% nor the intreasing numter of students are eligible for the pro^rwi 
is a (H^y^i^r atwrratlon but i$ cteirly a trend thet »fst be expected And celoilated 
for. In fact, the 1^85 a'cadcnic year could easily show an ir^rvesing demnd 
and need for the Pell grant progtwi. Increesii^ interest rates and «ie slouch 
In econooiic indicators of the -recovery- affecting the youth of this country are 
not very proeising. This past mth's otwrtll unesploynent rete shoved a 4ecHne 
of .3 of one percent fro« 7.7 percent to 7.4 percefit, but the unenv1(^y«wnt rata 
for youth overall regained at 20 percent and for Binority ywth at 44 percent. !n 
amnion, current Administration proposals for a sulMSinlM youth would not 
iaprbve a students' ability to save awwy and c«!tribute to thefr *self-he1p" 
which Is counted into the ^11 Grant formila for current stuc^ts. For aany high 
school students, there is a clear incentive to enter postseomdar^ education to 
gain a college degree ami skills t>e1ng fully Mre of the grta job prospects and possible 
sub-«iniiun wige scale ivlthout it. 

USSA on behalf of our Mbership -- students — «Ost of ^se access and 
&bi)itf to remain in school is dependent On the action of th1| Congress - ur^ 
the SubcoTOlttee to request that a suppIeo^nUt appropriations bill be passed 
imeedfately. k'.\hout access to sophisticated coo^puter Models. «y simile calculation 
•of the Adalniuratien'i projected average award for Pf 1964,based «m a $1900 maxim 
a«ar^j,of Si.O/j.OO and the Adwinistration' s revised curr^t estimate of 2.83 wllllon 
r^jp\^t% ^vLiH '•equire an appropriation of SJ,036,59 billion. This would thmn 
necessitate a ^uppleaental aj^sropriation of $543. S9 ailllon just to naintain this past 
year's level for acad«nic year 1^-85. iagnsdiate passage of the supples^ntal 

■ffjuld minimjze potent !a I confusion about th» ^i/e of awards over the ne«t two years 
and 1' the A^^nUtration supported the supplemental dearly dewonstrate 
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to st4fde«U tfwt tiwre Is real ti^wn for tM Pell GMnt proqr«B during the curreftt 
tHiOget 4nd ai>proprut<o«ts p»-ocess - rwt preser^tlfig a false fUusion to $tiide«t5 and 
their parents twt 'artds for Pell are fh the Oet«rt«ent of Education budget. 

The total stojteflt f1n*i^ial assistance Ctuiget is too smll to Mlarrclrtg " 
this /«4r-s preotctlon errors; <r»de<}u4te approor la (ports', and the economic factors 
that h««« caused ImrrMsed entry into posts^tAjary educatl^m on next year's students. 
IV Arture of today's stwtent 1s.a1re«dy being wortgayed through a national budget 
deficit and 1ndW18«al student's Guaranteed Student loans without threatening the 
viability of the Pell Grant f^rmn, USSA feels that not only sust the Pell Grant 
program be preserved, but ft must b« ekiHinded to seet \he rising deiMnd and comltmnt 
to providing access and excellence In educatf^. These problem that m are 
addressing today the appro^^rlatlons shortfalls, the uncertainty and potential cuts 
in awards are so«e of the reasons why USSA has consistently supported Pell Grants 
as a true entuiement «-hkh would ellalnate both a situation such as the one we are 
facing today and the hi^ly political apprppriatjonj. process that begins this after- 
noon for acadewk year l%S-a6. 

The imited States Student Association thanks y<H* for this opportunity to once 
agai^n express our ^lews before the SubcoaHlttee and hope that a supplemental 
appfiopriatian will be-r^guested In the loaedlate future to balance books In 
the Veil Grant progra« 41OW -^not In the fiscal fear 1986 but^et process which begins 
aft^r Hor/en^r . Thank yoy. 

\ 
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Mr. liARRisoN Thank you, Mb. Ozer. 

I guess I just have one question, and perhaps you are in a pecu- 
liarly good position to answer. We talk i^ut shortfalls. I winder if 
you could give us some estimate of what would be the Effect of 
these shortfalls on students if. in fact, they were carried through 
into reduced grants. 

Ms. OzKR. WelV*ifepecially in the omiments that were made 
about not guaranteeing that there would not be any reduction 
come the middle of the year, that creates a great level of uncertain- 
ty overall. Aim many students who b^n their stud^ in the ^ 
middle of the year, not having the funds they had anticipated will 
have one of several results* either to withdraw or to work euldition- 
al hours and sacrifice their educaticmal importunities. 

So I think it is a m^r problem that has to be dealt with right ^ 
away. 

Mr. Harrison. Humk you. 
Mr. Gunder^. 

Mr. GUNDbi90N. No qu^ons. thank you. 

Mr. Harrison. Ms. Ozer. thank you for joining us. We thank you 
all for tiw benefit of your viewi^ and the hiring is aci^med. 
(Whereupon, at 11:25 a.m.. the subrammittee was adjourned.] 
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